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MoreteSe Local Municspalsty 

AnfUJfll f-'inanciai Statements for the year ended 30 June 20f 4 

Accountsno officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 53 of p03) to mam am adcqustd 
accounting records and is responsible for the contem and integrity of the annual financial stfiternents and related fmano a 
information included in this report. H is the responsibility of the accounting officer to ensure that the annual ['hanc a! 
statements fairly present the state of afteirs of the municipality as at the end of the financial year and the fs of s 
opSons end cash flows for the period then ended, The external auditors are engaged to express an mdependent opinion 
on the annual financial statements and were given unrestricted access to all financial nscofos and related data. 

Thfl annual financial statements have bsen prepared in accordance with Standards of Geriaratly Recognised Accounting 
Practice (GRAP) Including any interpretations, guidelines and directives issued by ths Accounting Standards Board, 

The annual financial statement are based upon appropriate accounting polictes conslstf^ntly applied and suppoited by 
reasonahto and prudent iudgements and estimates. 

Ths accounting officer acknowledges that he is uhimately responsible for the system of internot financial control 
esteblishcd by" the municipality and places considerable impertance on maintaining a strong control enwonment. o 
enable the accounting officer to meet these responsibilities, the sets standards for internal control atrhed a redum^ 
risk of error or deficit in a cost effective manner. The standards include the proper detegaticri of lespcnsibitities within a 
clearly defined framework, effective accounting procedures and adequate segregation of duties to ensute an accep ^ 
level of risk These controls are monitored throughout the municipality and all employees are required to maintain the 
highest othlcid standards in ensuring the municipelity’s busirtess is conducted m nianner 

ciiornstances is above reproach. The focus of risk rnarrsgomeni in the municipality is on iderttifying, assessing, ng 

and monilorinq all known forms of risk across the municipality, While operating nek cannot be 
municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour 
are applied and managed within predetermined procedures and constraints, 

The accounting officer is of the opinion, based on ihcs information and explanations given by management, that the system 
of interna! control provides rttesonoble assurance that the financial records may be relied on for the preparation o the 
annuel financial statements. However,^ any system of internal finsnctel control can provide only reasonable, and not 
absolute, assurance against material misstatement or deficit , ^ ^ 

The accounting officer has reviewed the municipalitys cash flow forecast for the year to 50 June ^et5 end, in the light of 
teS review and the current financial position, he is satisfied that the municipality has or has access to adequate resources 
to confinuc in operational existence for the foreseeable future. 

The oxternal auditons ere responsible for auditing and reporting on the municipatity’s anmtei fnanclal stetements, The 
annual financisi statements have been oxarnined by the nnunlcipality's external auditors and their report is presemed o 

page 5. 


flL 

Accounting Officer 
K^khumlse TSR 


Moretete Locat fyiLinlcipaltty 
31 August 2014 
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MoreteSe Local IVlunscipalsty 

Annual Financial Statom^nts for the year ended 30 June 2014 

Statement of Fmancia! Position as at 30 June 2014 


Figures in F^and 

Note(s) 

2014 

2013 

Restated* 

Assets 




Current Assets 




Cash and cash equivalents 

3 

20 485 700 

805 131 

Inventories 

4 

414 437 

543 064 

Receivables from non-exchange transactions 

5 

492 469 

14 848 

VAT receivable 

6 

5 616 697 

7 949 659 

Receivables frorn exchange transactions 

1 

59 016 988 

95 286 241 



SG 02G311 

104 600 943 

Non-Current Assets 




Property, plant and equipment 

8 

1 046 171 371 

1 033 114 487 

Total Assets 


1 132 197 682 

1 137 715 430 

Liabilities 




Current Liabilities 




Payables from exchange transactions 

9 

108 851 118 

133 752 331 

Finance lease obligation 

10 

28 244 

116 890 

Unspent conditional grants and receipts 

11 

602 550 

19 281 555 



109 431 912 

153 150 776 

Non-Current Liabilities 




Finance lease obligation 

10 

116 839 

“ 

Landfill closure liability 

12 , 

33 266 674 

30 238 040 

Long service award liability 

13 

2 333 000 

1 759 000 



35 716 763 

31 997 040 

Total Liabilities 


146 198 675 

185 147 816 

Net Assets 


9S6 999 007 

952 567 614 

Aooumuiated surplus 

42 

066 999 007 

952 567 614 


Moretele Local Municipality 

Annual Financial Statements for the year ended 30 June 2014 


Statement of Financial Performance 


Figures in Rand 

Note(s) 

2014 

2013 

Restated 


Revenue 


Service charges 

15 

24 961 627 

19 160 404 

Property rates 

16 

19 247 433 

13911 021 

Government grants & subsidies 

17 

298 345 686 

291 383 360 

F^enta) of facilities and equipment 


70 815 

101 745 

Interest received 

13 

6 630 647 

5 305 084 

Other income 


1 668 967 

1 566 289 

Total revenue 


360 926 225 

331 432 903 

Expenditure 

Employee OOSt 

19 

{56 624 069) 

(49 832 136) 

Remuneration of councillors 

20 

(16 635 126) 

(14 793 904) 

Depreciation and amortisation 

22 

(85 206 262) 

(82 318 446) 

impairment loss 

23 

(525 350) 

- 

Finance costs 

24 

(10 076) 

(93 163) 

Debt impairment 

21 

(14 656 315) 

18 072 282 

Repairs and maintenance 


(8 169 386) 

(10 604 491) 

Bulk purchases 

25 

(29 502 614) 

(36 173 681) 

Contracted services 

26 

(14 413 883) 

(13 329 269) 

Genera! expenses 

27 

(00 750 BS1) 

(121 938 401) 

Total expenditure 


("316 493 832) 

'"(STO 101 209) 

Operating surplus 


34 431 393 

21 331 694 

Surplus for the year 


34 431 393 

21 331 694 


” See Note 34 
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MoreteSe Local IMunscIpaHty 

Annual [’"inanciCil St£itefnent$ for the; yoar end^d 30 June 2014 


Statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

surplus 

lotMl net 
assets 

Opening balance previously reported 

Adjustrnente 

230 680 402 

230 680 402 

Correction of errors {Note 35) 

700 549 456 

700 549 458 

Balance at 01 July 2012 as restated* 

Changes in net assets 

931 235 620 

931 235 920 

Surplus for the year 

21 331 694 

21 331 694 

Total changes 

21 331 694 

21 331 694 

Balance at 01 July 2013 as restated* 

Changes in net assets 

952 567 614 

952 567 614 

Surplus for the year 

34 431 393 

34 431 393 

Total changes 

34 431 393 

34 431 393 

Balance at 30 June 2014 

986 999 007 

986 999 007 


Nota(s) 


* fjee Note 'iA 
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MoreteBe Local Municipality 

Annual Financial Statementsi for the year ended 30 June 20-14 


Cash Flow statement 


Figures in Rand 

Note{s) 

2014 

2013 

Restated* 

Cash flows from operating activities 




Receipts 

Seivices 

Grants 

interest income 

Other receipts 


51 167 733 

296 945 000 

6 630 647 

3 651 419 

5 512 339 
273 018 526 

5 305 084 



358 594 799 

283 836 949 

Payments 

Employee costs 

Suppliers 

Finance costs 

Remunerotloii of councillors 


{53 966 996) 
(167 830 540) 
[10 076) 
(16 635 126) 

(47 851 096) 
(156 695 054) 
(93 163) 
(14 793 904) 



(23S 452 733) 

(218 633 219) 

Net cash flows from operating activities 

30 

120132 061 

65 202 730 

Cash flows from investing activities 




Purchase of property, plant end equipment 

B 

(100 237 466) 

(96 587 971) 

Cash flows from financing activities 




Long service awards payments 


(214 02G) 

(34 000) 

Net increase / (decrease) in cash and cash equivalents 

Cash and cash equivalents at the beginning of the year 


19 680 669 

805 131 

(31 419 241) 
32 224 372 

Cash and cash equivalents at the end of the year 

3 

20 485 700 

806 131 


* See Note S4 
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Moretele Local Municipality 

Annufil Fin^3l1d^il Statements for the year ended 30 June 2014 


Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 





Figures in Rand 

Approved 

budget 

Adjustments Final budget Actual 

amounts on 
comparable 
basis 

Difference 
between final 
budget and 
actual 

Reference 
(note A2) 


Statement of Financial Performance 
Revenue 


Revenue from exchenge 
trensactidhs 


Service charges 

26 498 486 

- 

2B 49S 486 

24 961 827 

(3 636 859) 

42.1 

Rental fees on facilities 

307 200 


307 200 

70 815 

(236 385) 

42,2 

Other income 

921 861 


921 861 

1 668 967 

747 106 

42.3 

Interest received - investment 

10 646 022 

- 

10 646 022 

6 630 647 

(4 016 376) 

42.4 

Total revenue from exchange 

40 373 569 

- 

40 373 669 

33 332 066 

(7 041 613) 


transactions 







Revenue from noivexchange 







transactions 







Taxation revenue 







Property rates 

7 360 766 

12 292 360 

19 663 128 

19 247 483 

(406 643) 


Government grarits S subsidies 

296 06S 000 

7 2S3 000 

303 308 000 

298 345 686 

(4 962 314) 

42.5 

Total revenue from non- 

303 416 766 

19 545 360 

322 961 126 

317 593 169 

(5 367 967) 


exchange transactions 







Total revenue 

343 769 335 

19 545 360 

363 334 896 

360 925 225 

(12 409 470) 


Expenditure 







Employee cost 

(B2 207 625} 

83S 946 

(61 368 679) 

(56 624 069) 

4 744 610 

42,6 

Remuneration of couricillors 

(15 368 962) 

(1 458 848) 

(16 017 810) 

(16 635 126) 

182 684 

42.7 

Depreciation and amortisation 

(5 727 851) 

1 500 000 

(4 227 851) 

(65 206 262) 

(80 978 411) 

42. S 

Impairment loss 

- 


“ 

(525 350} 

(526 350) 

42.8 

Finance costs 

(15? 000) 


(157 000) 

(10 076) 

146 924 


Debt impairment 

(27 254 676) 

- 

(27 264 676) 

(14 656 315) 

12 598 361 

42.9 

Repairs and maintenance 

(9 333 576} 

(1 780 000) 

(11 163 676) 

(8 169 366) 

2 994 190 

42.10 

Bulk purchases 

(45 000 000) 


(45 000 000) 

(29 502 514) 

15 497 486 

42,11 

Contracted services 

(15 962 065) 

(3 300 000) 

(19 262 665} 

(14 413 883) 

4 848 782 

42.12 

General expenses 

(51 393 866) 

(5 971 279) 

(57 366 165) 

(90 750 851) 

(33 385 686) 

42.13 

Total expenditure 

(232 446 241} 

(10 171 131) 

(242 617 422) (316 493 832) 

(73 876 410) 


Surplus 

111 343 094 

9 374179 

120 717 273 

34 431 393 

(86 286 880) 


Actual Amount on 

111 343 094 

9 374 179 

120 717 273 

34 431 393 

(86 286 880) 


Comparable Basis as 







Presented in the Budget and 







Actual Comparative Statement 
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Moretele Local MunscIpaHty 

Annual Fln^jnci^! Statements for the year ended 30 June 2014 

Accounting Policies 


1, PresfUntstion of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standdrds of Generally Recognised Aooouriting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act £6 of 2003), 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in South African 
Rand, All figures have been rounded to the nearest Rand. 

A summary of the significant accounting policies are disclosed below, 

These accounting policies are consistent with the previous period. 

1.1 Prusentatioh currency 

These annua! financial statements are presented in South African Rand, which is the functional currency of the municipality. 

1.2 Going concern assumption 

These annual financial statements have been prepared based on the expectation that the municipality wit! continue to 
operate as a going concern for at least the next 12 months. 

1.3 Significant Judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures, Use of available information and the 
application of judgement is inherent in the formation of estimates, Actual resLilts in the future could differ from these estimates 
which may be material to the annual financial statements, Significant judgements include; 

Receivables 

The municipality assesses its receivables for impairment at the end of etach reporting period, In determining whether an 
impairment loss should be recorded in surplus or deficit, the municipality makes judgements ds to whetfier there is observable 
data indicating a measurable decrease in the estimated future cash flows from a financial asset. 

The impairment for receivables is calculated On a portfolio basis, based on historical toss ratios, adjusted for national and 
industry-specific economic conditions and other indicators present at the reporting date that correlate with defaults on the 
portfolio. These annual loss ratios are applied to balances in the portfolio and scaled to the estimated loss emergence period. 

Impairnnent testing 

The recoverable (service) amounts of cash-generating units and individual assets have been determined based on the higher 
of vaiue-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and 
assumptions, It is reasonably possible that the assumptions may change which may then impact our estimations and may 
then require a material adjustment to the carrying value of tangible assets. 

Value In use of cash generating assets 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely 
independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates 
are prepared of expected future cash flows for eac[> group of assets. Expected future cash flows used to determine the value 
in use of tangible assets are inherently uncertain and could materialiy change over time. They are significantly affected by a 
number of factors, together with economic factors such as inflation and interest. 

Value in use of non-cash generating assets 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable, if there are indications that impairment may have occurred , the remaining service 
potential of the asset is determined, The most appropriate approach selected to determine the remaining service potential is 
dependant on the availability of data and the nature of the impairment. 
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MoreteSe Local MunicipaSity 

Annual Financia! Statements for the year ended 30 June 2014 

Accounting Policies 


1.3 Stgnificant judgements and sources of estimation uncertainty (continued) 

Provi$iQns 

Provisions were raised and rnanagement. det^^^^‘ni^dd an estimatt'! based on tha itiformatton available. Addlliona! disclosure of 
those estimates of provisions are included in note 12 Provisions. 

Useful lives of property, plant and equipment and other assets 

The municipality's management determines the estirnated useful lives and related depredation charges for property, plant and 
equipment and other assets, This estimate is based on industry norm, This estimate is based on the pattern in vvhloh an 
asset's future economic benefits or service potential are expected to be consumed by the municipality. 

Eiffective interest rate 

The municipality used the government bond rate to discount future cash flows. 

Allowance for debt impairment 

For receivables an impairment loss is recognised in surplus and deficit whan there is objective evidence that it is impaired, 
The impairment is measured as the difference between the receivables carrying amount and the present value of estimated 
future cash flows discounted at the effective interest rate, computed at initial recognition. 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including Infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
rriore than one period. 

The cost of an item of property, plant; and equipment is recognised as an asset when: 

* it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

* the cost or fair value of the item can be measured reitabiy. 

Property, plant and equipment are initially recognised at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to 
the location and condition necessary for it to be capable of operating in the manner intended by management. Trade 
discounts and rebates are deducted in arriving at the cost. 

Where an asset Is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for d non- monetary asset or morietqry assets, or a 
combination of monetary and non ‘-monetary assets, the asset acquired is Initially measured at fair value (the cost), unless the 
fair value of neither the asset received nor the asset given up is reiiabiy measurable, If the acquired item is not measured at 
fair value, it's cost is measured at the carrying amount of the asset given up. 

When significant componertts Of an item of property, plant and equipment have different useful lives, they are accounted for 
os separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it, If a replacement cost is recognisttd in the carrying amount of an item of 
property, plant and equipment, the carrying amount Of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the municipality is obligated to Incur such expenditure, and where 
the obligation arises ds a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the canying amount of an item of property, plant and equipment ceases wheri the item is in the 
location and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expeded to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 
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Moretele Loc^l Municipality 

Annual Financial Statamenta for the year ended 30 Juno 20-14 

Accounting Policies 


1 ,4 Property, plant and equipment (continued) 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the coat of the item of properly, plant arid equipment,. Any 
remaining inspection costs from the previous inspection are derecognised, 

Property, plant and equipment are carried at cost less accun-iulated depreciation and any impairment losses, 

Property, plant and equipment are depreciated on a straight line basis over their expected useful lives to their estimated 
residua! value. 


Ttre useful lives of items of property, plant and equipment have been assessed as follows: 


item 

Buildings 

Furniture and fixtures 
Motor vehicles 
IT equipment 
Infrastructure 

* Electricity 

* Roads and paving 

* Sewerage 
“ Water 
Community 

Tools and loose gear 


Average useful life (years) 

5-50 

4^7 

7-15 

3-S 

15-50 

3-SO 

5-80 

5.^80 

25 

5^15 


The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting date. If the 
expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 


Reviewing the useful life of an asset on an annual basis does not require the municipality to amend the previous estimate 
unless expectations differ from the previous estimate. 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset, 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit 
when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any. and the carrying amount of the item. 


1,6 Site restoration and dismantling cost 

The municipality has an obligation to dismantle, remove and rer 7 tore items of property, plant and equipment, Stich 

obligations are referred to as ‘decommissioning, restoration and similar liabilities'. The cost of an item of property, plant 

and equipment includes the Initial estimate of the costs of dismantling and removing the item and restoring the site on 
which it is located, the obligation for which the municipality incurs either when the item is acquired or as a consequence of 
having used the item during a particular period for purposes other than to produce inventories during that period, 

If the related asset is measured using the cost model: 

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset in the current 
period; 

(b) If a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 
surplus or deficit; and 

(c) if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an 

indication that the new carrying amount of the asset may not be fully recoverable. If it is such an indication, the 

asset is tested for impairment by estimating its recoverable amount or recoverable service amount, and any 
impairment loss is recognised in accordance with the accounting policy on impairment of cash-generating 
assets and/or impairment of non™oash-generating assets, 
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Moretefe Local Municipality 

Annua! Financial Statements for the year ended 30 June 201^ 

Accounting Policies 


1.6 intangible assets 
An identifiable tf It either: 

* is separable, i.e. is capable of being separated or divided from the municipality and sold, transferred, licensed, 
rented or exchanged, either individually or together with a related contract, identifiable assets or liability, 
regardless of whether the municipality intends to do so; or 

* arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the mutnlcipailty or from other rights and obligations. 

A binding arrangement describes an arrangement that Confers similar rights and obligations on the parties to it as if it were in 
the form of a contract, 

An intangible asset is recognised when: 

** it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

* the cost or fair value can be measured reliably. 

The municipality assesses llie probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over tlie 
useful life of the asset. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at the date of acquisition. 
Expenditure on research (or ori the research phase of an internal project) is recognised Os an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

* it is technically feasible to complete the asset so that it will be available for use or sale; 

® there is an intention to complete and use Or sell it; 

" there is an ability to use or sell it; 

* it will generate probable future ecociomic benefits or service potential; 

* there are available technical, financial and other resources to complete the development and to use or sell the 
asset; and 

* the expenditure ettributeble to the asset during its development can be measured reliably. 

Subsequent to initial measurement intangible assets are carried at cost less any accumulated amortisation end any 
impairment tosses, 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there 1$ no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation Is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there ts an indication that the 
asset may be impaired. 


The amcjilisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised 
over its useful life. 

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 

Amortisation is provided to write down the intangible assets, on a straight line basis to their estimated residual values, as 
follows: 


Item Useful lifefyoars) 

Computer software 3-5 

Intangible assets are derecognised: 

" on disposal; or 

* when no future economic benefits or service potential are expected from its use or disposal, 
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Moretele Local Municipality 

Annual Financial Statements for the year ended v^O June 2014 

Accounting Policies 


1.6 tntangfbie assets (continued) 

The gain or loss arising from the derecognition of an intangible asset is determined as the difference between the net disposal 
proceeds, if any, end the carrying amount of the intangible asset. Such difference is recognised in surplus or deficit when the 
intangible asset is derecognised. 

1.7 Investments in oontroUed entitles 

1.8 Financial instruments 

A financial instrument is ariy contract that gives rise to a financial asset of one entity and a financial fiabifity or a residual 
interest of another entity. 

Ctassification 

The municipality has the following types of financial assets (classes and cctegcry) as reflected on the face of the statement of 
financial position or in the notes thereto: 


Class Category 

Cash and Equivalents Finenoial asset measured at amortised cost 

Other receivables from non-exhange transactions Financial asset measured at amortised cost 

Receivables from exchange irensactions Financial asset measured at amortised cost 

The municipality has the following types of financial liabilities (classes and category) as reflected on the face of the statement 
of financial position or in the notes thereto: 


Class Category 

Payables from exchange transactions Financia! liability measured at amortised cost 

Finance tease obligations Financial liability measured at amortised cost 

Initial recognition 

The municipality recognises a finandai asset or a financial liability in its statement of financial position when the municipality 
becomes a party to the contractual provisions of tlie instrument. 

The municipality recognises financial assets using trade date accounting, 

Initial measurement of financial assot$ and financial tiabilitfea 

The munidpaiity measures a financial asset and financial liability, other than those subsequently measures at fair value, 
initieliy at its fair value plus transection costs that are directly attributable to the acquisition or issue of the firiancia! asset or 
financia! liability, 

The municipality measures ail other financial assets and financial iiabiliites initially at fair value, 

The munioi polity first assesses whether the substance of a concessionary loan is in fact a loan. On Initial recognition, the 
municipality analyses a concessionary (oen into its component parts and accounts for each component separately. The 
municipality accounts for that part of a concessionary loan that is: 

* A social benefit in accordance v^/ith the Framework for the Preparation and Presentation of Financial Statements, 
where it is the issuer of the loan; or 

* non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Mon-exchange Transactions 
{Taxes and Transfers), where it is the recipient of the loan, 
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1.8 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liabilities 

The municipality measures all financial assets and financial liabilities after initial recognition using the following categories' 

• Financial instruments at fair value. 

• Financial instruments at amortised cost. 

• Financial instruments at cost. 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

The amortised cost of a financial asset or financial liability Is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibility in the case of a financial asset. 

Fair value measurement considerations 

The best evidence affair value is quoted prices in an active market. If the market for a financial instrument is not active, the 
municipality establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish 
what the transaction price would have been on the measurement date in an arm's length exchange motivated by normal 
operating considerations. Valuation techniques include using recent arm's length market transactions between knowledgeable, 
willing parties, if available, reference to the current fair value of another instrument that is substantially the same, discounted 
cash flow analysis and option pricing models. If there is a valuation technique commonly used by market participants to price 
the instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market 
transactions, the municipality uses that technique. The chosen valuation technique makes maximum use of market inputs and 
relies as little as possible on municipality-specific inputs. It incorporates all factors that market participants would consider in 
setting a price and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, the 
municipality calibrates the valuation technique and tests it for validity using prices from any observable current market 
transactions in the same instrument (i.e. without modification or repackaging) or based on any available observable market 
data. 

Short-term receivables and payables are not discounted where the initial credit period granted or received is consistent with 
terms used In the public sector, either through established practices or legislation. 

Gains and losses 

A gain or loss arising from a change In the fair value of a financial asset or flnancial liability measured at fair value is 
recognised in surplus or deficit. 

For fnancial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or 
deficit when the financial asset or financial liability is derecognised or impaired, or through the amortisation process. 

Impairment and uncollectibility of financial assets 

The municipality assesses at the end of each reporting period whether there is any objective evidence that a financial asset or 
group of flnancial assets is impaired. 

For amounts due to the municipality, significant financial difficulties of the receivable, probability that the receivable will enter 
bankruptcy and default of payments are ail considered indicators of impairment. 

Financial assets measured at amortised cost; 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset's original 
effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account. The amount of 
the loss is recognised in surplus or deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed by adjusting an 
allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the amortised 
cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount of the 
reversal is recognised in surplus or deficit. 
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1.8 Financial instruments (continued) 

Where financial assets are impaired through the use of an allowance account, the amount of the loss is recognised in surplus 
or deficit within operating expenses. When such financial assets are written off, the write off is made against the relevant 
allowance account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

Financial assets measured at cost; 

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 

Derecognition 

Financial assets 

The municipality derecognises financial assets using trade date accounting. 

The municipality derecognises a financial asset only when: 

• the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

• the municipality transfers to another party substantially all of the risks and rewards of ownership of the financial 
asset; or 

• the municipality, despite having retained some significant risks and rewards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the municipality 

derecognises the asset; and 

recognises separately any rights and obligations created or retained in the transfer. 

The carrying amount of the transferred asset is allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between the consideration received and the amounts recognised and derecognised is recognised 
in surplus or deficit in the period of the transfer. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration received is recognised in surplus or deficit. 

Financial liabilities 

The municipality removes a financial liability (or a pari of a financial liability) from Its statement of financial position when It is 
extinguished - i,e. when the obligation specified in the contract is discharged, cancelled, expires or waived. 

An exchange between an existing borrower and tender of debt instruments with substantially different terms is accounted for 
as having extinguished the original financial liability and a new financial liability Is recognised. Similarly, a substantial 
modification of the terms of an existing financial liability or a part of ll Is accounted for as having extinguished the original 
financial liability and having recognised a new financial liability. 

The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction 
are accounted for in accordance with the Standard of GRAP an Revenue from Non-exchange Transactions (Taxes and 
Transfers). 

1.9 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership, A lease Is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership, 

When a lease includes both land and building elements, the municipality assesses the classification of each element 
separately. 
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1.9 Leases (continued) 

Finance teases ^ lessee 

Finance teases are recognised as assets and tlabiiities in the statement of financial position at amounts equal to the fair value 
of the leased property or, if lower, the present value of the minimum lease payments, The correspohditig iiability to tlie lessor 
is included in the statement of financial position as a finance lease obligation. 

The discount rate used in caiculating the present value of the minimurn lease payments is the interest rate implicit in the 
lease, 

Minimum lease payments are apportioned between the finance Charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce d constant periodic rate of on the remaining balance 
of the liability, 

Any contingent rents are recognised separately e$ an e^rpense In the period in which they are incurred. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recoignised as an operating lease asset or Iiability, 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on □ straight-line basis 
over the lease term. 


Any contingent rents are recognised separately as an expense in the period in which they are incurred. 

1,10 Inventories 

inventories are initiaity measured at cost except where inventories are acquired at no cost, or for a nominal cost, then their 
costs are their fair value as at the date of acquisition. 

Subsequenliy inventories are measured at the lower of cost end net realisable value. 

Irwentories are measured at the lower of cost and current repiacemcnt cost where they are field for: 

* distribution at no charge or for a nominal charge; or 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date, 

The cost of inventories comprises of ail costs of purchase, costs of conversion and other costs Incufred in bringing the 
inventories to their present location and condition, 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced end segregated for 
specific projects is assigned uslr^g specific identification of the individual costs. 

The cost of inventories is assigned using the weighted average cost formtiia, The same cost formula is used for all inventories 
having a similar nature and use to the municipality, 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
reoogriised as a reduction in the amount of inventories recognised as an expense in the period' in which the reversal occurs. 
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1.11 Non-current assets held for sale and disposal groups 

Non-current assets and disposal groups are classified os held for sale if their carrying amount will be recovered principally 
through a sale transaction rather than through continuir^g use. This condition is regarded as met only when the sale is highly 
probable and the asset (or disposal group) is available for immediate sale in its present condition. Management must be 
committed to the sale, which should be expected to qualify for recognition as a completed sale within one year from the date 
of classification, 

Non-current assets held for sale (or disposal group) are measured at the lower of its carrying amount and fair value less costs 
to sell. 

A non-current asset is not depreciated (or amortised) while it is dassified as held for sale, or while it is part of a disposal 
group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are recognised in 
surplus or deficit. 
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1.12 Impaiirment of cash-generatfng assets 

Ca$h-'generating assets are those assets held by the municipality with the primary objective of generating a commercia! 
return. When an asset is deployed in a irianner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 

identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is irnpaired, 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired, if any such indication exists, the municipality estimates the recoverable amount of the asset, 

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset 
with an indefinite useful life or a caslvgei'ie rating intangible asset not yet avpilabie for use for impairment annually by 
comparing its carrying amount with its recoverable amount. This impairment tost is performed at the same time every year, If 
en intangible asset was initially recognised during the current reporting period, that intangible asset was tested for impairment 
before the end of the current reporting period. 

Value In use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from 
the continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
frorp continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to 
those future cash flows. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the 
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been 
adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying arnount of the asset is 
reduced to its recoverable amount. This reduction Is an Irnpairment toss. 

An impairment loss is recognised immediately In surplus or deficit, 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allooate the cash-generating asset's revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 
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1.12 Impairment of cash-genersting assets (continued) 

Cash-generating units 

If there is any indio:^tion that an may be impaired, the recoverable amount is estimated for the individuai asset, if it is 
not possible to estimate the recoverable arriounf of the individual asset, the municipality determines the recoverable amount of 
the cash-generating unit to which the asset befongs (the asset's cash-generating unit), 

If an active rriarket exists for the output produced by an asset or group of assets, that asset or group of assets is identified as 
a cash-generating unit, even if some or alt of the output is used internally, I'f the cash inflows generated by any asset or cash- 
generating unit are affected by internal transfer pricing, the municipality uses management's best estimate of future price (s) 
that could bo achieved in arm's length transactions in estimating: 

* the future cash infiows used to determine ti'ie asset's or cash-generating unit's value in use; and 

* the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 
affected by the internal transfer pricing, 

Cash-generating units ere identified consistently from period to period for the same asset or types of assets, unless a change 
Is justified. 

The carrying amount of a cash-generating unit is determined on a basis consister^t with the way the recoverable amount of the 
cash-generating unit is determined. 

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying 
amount of the unit, The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a 
pro rata basis, based on the carrying amount of eaoh asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets, 

In allocating an impairment loss, the municipality does not reduce the carrying amount of an asset below the highest of; 

* its fair value less costs to sell (if determinable); 

' its value in use (if determinabte); and 

* zero. 

The amount of the impairment toss that would otheiwise have been allocated to the asset Is allocated pro rata to the other 
cash -generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non- 
cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 
amount of the Ca5h"'generatiiig unit, 
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t.12 Impairment of cash-generating assets (continued) 

Reversal of impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the municipality 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the fast impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined {net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods, 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit, 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased 
above the lower of: 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the impairment toss that would otherwise have been allocated to the asset is allocated pro rata 
to the other assets of the unit. 

1.13 (mpairmcnt of non-cash-gGnerating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds Its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generatlng asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also tests a non-cash-generating intangible 
asset with an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually 
by comparing Its carrying amount with its recoverable service amount. This Impairment lest is performed at the same time 
every year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was tested 
for impairment before the end of the current reporting period. 
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1.13 Impairment of non-cash-generating assets {continued) 

Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service 
potential. 

The present value of the remaining service potential of a non-cash-generating asset is determined using the following 
approach: 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset, The replacement cost of an asset is the cost to replace the asset’s gross service potential. This 
cost is depreciated to reflect the asset In its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the basis 
of such cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an "optimised'' basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services 
the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for 
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an 
optimised basis thus reflects the service potential required of the asset, 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount, This reduction is an impairment loss, 

An impairment loss is recognised immediately in surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 

Reversal of an impairrnent loss 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised In prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment toss. 
The increased carrying amount of an asset attributable to a reversal of an impairment foss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for 
the asset In prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised Immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating asset 
is adjusted in future periods to allocate the nion-cash-generating asset's revised carrying amount, less Its residual value (if 
any), on a systematic basis over its remaining useful life. 

1.14 Share capital / contributed capital 

An equity instrument is any contract that evidences a residual interest in the assets ot an municipality after deducting all of its 
liabilities. 


22 




Mforetele Local MunicipaHty 

Annua! Financial Statements for the year ended 30 June 2014 

Accounting Policies 


1.15 Employee benefits 
Shortterm employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related service. 

Short-term employee benefits include items such a$; 

* wages, salaries and social security contributions; 

* short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to bo settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

* bonus, incentive and performance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

* non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, oars 
and ceilphones) for current employees, 

When an employee has rendered seivice to the municipality during a reporting period, tlie municipality recognises the 
undiscounted amount of short-term employee benefits expected to be paid in exchange for that service: 

" as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the 
undisoounted amount of the benefits, the rnunicipaiity recognises that excess as an asset (prepaid expense) to the 
extent that the prepayment wifi lead to, for example, a reduction in future payments or a cash refund; and 

* as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset, 

The expected cost of compensated absences is recognised as an expense as the employees render services that Increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The municipality measures the 
expected cost of accumulating compensated absences as the additional amount that the municipality expects to pay as a 
result of the unused entitlement that has accumulated at the reporting date. 

The municipality recognises the expected cost of bonus, incentive and performance related payments when the municipality 
has a present iogai or constructive obligation to make such payments as a result of past events and a reliable estimate of the 
obligation can be made. A present obligation exists when the municipality has no reoiistic alternative but to make the 
payments. 

Post-emptoymertt benefits 

Post "employ men! benefits are employee benefits (other than termination benefits) wbicli are payable after the completion of 
employment. 

Post-employment benefit plans are formal or informal arrangements under which the municipality provides post-employment 
benefits for one or more employees. 

Multi-employer plans are defined coritribution plans (other than state plans and composite social security programtrtea) or 
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under common 
control and use those assets to provide benefits to employees of more than one entity, on the basis that contribution and 
benefit levels are determined without regard to the identity of the entity that employs the employees concerned. 
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1.16 Employee benefits (conttmted) 

Post-emptoyment benefits: Defined contribution plans 

Defined contribution plans are post-employment benefit plans under which the municipality pays fixed contributions Into 0 
separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold 
sufficient assets to pay ol! employee benefits relating to employee sei^ice in the current and prior periods, 

When an employee has rendered service to the municipality during a reporting period, the municipality recognises the 
contribution payable to a defined contribution plan in exchange for that service: 

® as a liability (accrued expense), after deducting any contribution already paid, If the contribution already paid 
exceeds the contribution due for service before the reporting date, the municipality recognises that excess as an 
asset (prepaid expense) to the extent that the prepayment will lead to, for exanriple, a reduction in future payments 
or a cash refund; and 

“ as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 

Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render the related service, they are discounted. The rate used to discount reflects the time 
value of money, The currency and term of the financial instrument selected to reflect the time value of money is consistent 
with the currency and estimated term of the obligation, 

Other tong+term employee benefits 

The municipality has an obligation to provide long-term service allowance benefits to all of its employees. According to the 
rules of the long-term service allowance scheme, which the municipality instituted and operates, an employee (who is on the 
current conditions of service), is entitled to a cash allowance, calculated in terms of the rules of the scheme, after 10, 15, 20, 
25 and 30 years of continued setvice. 

The municipality's liability is based on an aotuariat valuation, The Projected Unit Credit Method is used to value the liabilities. 
Actuarial gains and losses on the long-term service awards are recognised in the statement of financial performance. 

The amount recognised as a liability for long-term service awards is the net total of the following amounts: 

■ the present value of the defined benefit obligation at the reporting date; 

* minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled 
directly, 

The municipality recognises the net total of the following amounts as expense or revenue, except to the extent that another 
Standard requires or permits their inclusion in the cost of an asset: 

0 current service cost; 

® interest cost; 

* the expected return on any plan assets and on any reimbursement right recognised as an asset; 

* actuarial gains and losses, which is recognised immediately; 

* past service cost, which is recognised immediately, and 
^ the effect of any curtailments or settlements. 
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1.15 Employee benefits (continued) 

Termination benefits 

The municipality recognises termination benefits as a liability and an expense when the municipality is demonstrably 
committed to either: 

• terminate the employment of an employee or group of employees before the normal retirement date; or 

• provide termination benefits as a resuit of an offer made in order to encourage voluntary redundancy. 

The municipality is demonstrably committed to a termination when the municipality has a detailed formal plan for the 
termination and is without realistic possibility of withdrawal, The detailed plan includes [as a minimum]: 

• the location, function, and approximate number of employees whose services are to be terminated; 

• the termination benefits for each job classification or function; and 

• the time at which the plan will be implemented. 

Implementation begins as soon as possible and the period of time to complete implementation is such that material changes 
to the plan are not likely. 

Where termination benefits fall due more than twelve months after the reporting date, they are discounted using an 
appropriate discount rate. The rate used to discount the benefit reflects the time value of money. The currency and term of the 
financial instrument selected to reflect the time value of money is consistent with the currency and estimated term of the 
benefit. 

in the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits is based on the 
number of employees expected to accept the offer, 

1.16 Provisions and contingencies 

Provisions are recognised when; 

• the municipality has a present obligation as a result of a past event, 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the cbiigation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation, 

The discount rate Is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific 
to the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed If It Is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
Obligation, 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision Is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating expenditure. 

If the municipality has a contract that is onerous, the present obligation (net of recoveries) under the contract Is recognised 
and measured as a provision. 


25 


Moretele Local Municipality 

Annual Financial Statements for the year ended 30 June 2014 

Accounting Policies 


1.16 Provisions and contingencies {continued) 

A constructive obligation to restructure arises only when the municipality: 

• has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement 
that plan or announcing its main features to those affected by it. 

A contingent asset is a possible asset that arises from past events and whose existence wilt be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the municipality, 

A contingent liability; 

• a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence 
or non-occurrence of one or more uncertain future events not wholly within the control of the municipality; or 

• a present obligation that arises from past events but is not recognised becuase: 

- it Is not probable than an outflow of resources embodying economic benefits or service potential will be 
required to settle the obligation; 

- the amount of the obligation cannot be measured with sufficient reliability. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 32. 

Decommissioning, restoration and similar liability 

Changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes In the 
estimated timing or amount of the outflow of resources embodying economic benefits or service potential required to settle the 
obligation, or a change In the discount rate, is accounted for as follows" 

If the related asset i$ measured using the cost model: 

• changes in the liability Is added to, or deducted from, the cost of the related asset In the current period; 

■ the amount deducted from the cost of the asset does not exceed its carrying amount. If a decrease in the liability 

exceeds the carrying amount of the asset, the excess is recognised immediately In surplus or deficit; 

• if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an 
indication that the new carrying amount of the asset may not be fully recoverable. If there is such an indication, the 
municipality tests the asset for Impairment by estimating its recoverable amount or recoverable service amount, 
and accounts for any impairment loss, in accordance with the accounting policy on Impairment of assets as 
described in accounting policy 1,12 and 1.13. 

The adjusted depreciable amount of the asset is depreciated over its useful life. Therefore, once the related asset has reached 
the end of its useful life, all subsequent changes in the liability is recognised in surplus or deficit as they occur. 

The periodic unwinding of the discount Is recognised In surplus or deficit as a finance cost as it occurs. 

1.17 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in 
an increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in 
exchange. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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1.17 Revenue from exchange transactions (continued) 

Sale of goods 

Revenue from the sale of goods is recognised when all the following condifiDns have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by surveys of work performed. 

Interest 

Revenue arising from the use by others of municipality assets yielding interest, royalties and dividends or similar distributions 
is recognised when' 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective Interest rate method. 

1.1S Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by the municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied 
in the asset is required to be consumed hy the recipient as specified or future economic benefits or service potential must be 
returned to the transferor, 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, the 
municipality either receives value from another entity without directly giving approximately equal value in exchange, or gives 
value to another entity without directly receiving approximately equal value in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed 
as specified. 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the municipality. 

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation. 
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1.1B Revenue from non-exchange transactions (continued) 

Taxes are economic benefits or sei^ice potential compulsorily paid or payable to entities, in accordance with laws and or 
regulatioris, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches 
of the law. 

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 
Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised i[) respect of the same inflow, 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue egual to that reduction. 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations etn bodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 

Measurement 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipality, 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent 
to the amount of the asset measured at its fair value as at the date of acquisition, unless it Is also required to recognise a 
liability, Where a liability is required to be recognised it will be measured as the best estimate of the amount required to settle 
the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a 
liability Is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in 
the liability is recognised as revenue. 

Transfers 

Apart from services in kind, which are not recognised, the municipality recognises an asset in respect of transfers when the 
transferred resources meet the definition of an asset and satisfy the criteria for recognition as an asset. 

Transferred assets are measured at their fair value as at the date of acquisition. 

Rates, including collection charges and penalties 

Bequests that satisfy the definition of an asset ore recognised as assets and revenue when it is probable that the future 
economic benefits or service potential will flow to the municipaiity, and the fair value of the assets can be measured reliably. 

1.19 Investment income 

investment income is recognised on a time-proportion basis using the effective interest method, 

1.20 Accumulated surplus reserve 

The rrtunicipality's surplus or deficit for the year is accumulated in the accumulated surplus reserve in the statement of 
changes in net assets. 

1.21 Value-Added Tax 

The municipality accounts for value-added tax (VAT) on the payment basis, 

1.22 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year, Refer 
to note for detail. 
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1.23 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is classified In accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.24 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made In vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.25 irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.5S of 2003), the 
Municipal Systems Act (Act No, 32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of 
the municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. 

All expenditure relating to Irregular expenditure is recognised as an expense in the statement of financial performance in the 
year that the expenditure was incurred, The expenditure is classified in accordance with the nature of the expense, and where 
recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.26 Grants in aid 

The municipality transfers money to individuals, organisations and other sectors of government from time to lime. When 
making these transfers, the municipality does not: 

' receive any goods or services directly in return, as would be expected in a purchase or sate transaction; 

• expect to be repaid in future; or 

• expect a financial return, as would be expected from an investment. 

These transfers are recognised in the statenient of financial performance as expenses in the period that the events giving 
raise to the transfer occurred. 

1.27 Commitments 

Items arc classified as commitments where the municipality commits itself to future transactions that will normally result in 
the outflow of resources. 

Commitments are not recognised in the statement of financial position as a liability, but are included in the disclosure notes in 
the following cases: 

• approved and contracted commitments; 

• where the expenditure has been approved and the contract has been awarded at the reporting date; and 

• where disclosure is required by a specific standard of GRAP, 

1.28 Budget Information 

The approved budget is prepared on the accrual basis and presented by economic classification linked to performance 
outcome objectives. 

The approved budget covers the fiscal period from 2013/07/01 to 2014/06/30, 

The annual financial statements and the budget are not on the same basis of accounting. The actual financial statement 
information is therefore presented on a comparable basis to the budget information. The comparison and reconciliation 
between the statement of financial performance and the budget for the reporting period have been included in theStatement of 
comparison of budget and actual amounts. 
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1,2£) Related parties 

The rnunicipfslity opertates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of the three spheres of government in South 
Africa, onfy entities within the local sphere of government are considered to be related porties. 

Mdnagement is those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the iriunicipglily in oocordance with legislation, in instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality, 

Only transactions with related parties not at arm's length or not in the ordinaiy course of business are disclosed. 

1.30 Events after reporting date 

Events after the reporting date that are classified as adjusting events hove been accounted for in the financial statements, 

Events after the reporting date that are classified as non^adju sting events have been disclosed in the notes to the financia) 
statements. 

1.31 Offsetting 

Assets, liabilities, revenue and expenses hove not been offset except when offsetting is required or permitted by a Standard of 
GRAP. 


30 



Wloretele LocaS Municipality 

Annus! Finsnda! Statements for the year endsd 30 June 2014 

Notes to the Annua! Financial Statements ^ 

Figures in Rand 2014 2013 


2 , New standards and mtorpretations 


2,1 Standards and Interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the fotlowing standards and interpretations that are effective for the 
current rinancial year and that are relevant to its operations: 


Standard/ Interpretation: Effective date: Expected impact: 

Years beginning on or 
after 

f GRAP 25; Employee Benefits 01 April 2013 

* IGRAP 1 {as revised 2012): Applying the Probability Test 0l April 2013 

on Initial Recognition of Revenue 


2.2 Standards and Interpretations early adopted 

The municipality has chosen to eady adopt the following standards and interpretations: 

Standard/ interpretation: Effective date: Expected Impact: 

Years beginning on or 
after 


2.3 Standards and Interpretations issued, but not yet effective 

The municipatity has not applied the following standards and interpretations, which have been published and are 
mandatory for the municipality's accounting periods beginning on or after 01 July 2014 or later periods: 
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2. New standards and Interpretations (continued) 

GRAP 105: Transfers of Functions Between Entitles Under Common Control 

The objective of this standard is to establish accounting principles for the acquirer and transferor in a transfer of functions 
between entities under common control. 

A transfer of functions between entities under common control is a reorganisation and / or reallocation of functions 
between entities that are ultimately controlled by the same entity before and after a transfer of functions. 

In the event of a transfer of functions between entities under common control, the assets and liabilities should be 
recognised (by the acquirer) at their carrying amounts and should be derecognised (by the transferor) at their carrying 
amounts. 

The difference between the amount of consideration paid or received, if any, and the carrying amounts of assets and 
liabilities should be recognised in accumulated surplus / (deficit). 

The standard has been approved by the Accounting Standards Board but Its effective date has not yet been determined by 
the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it become effective. 

It is uniikely that the amendment will have a material impact on the municipality's annual financial statements, 

GRAP 106: Transfers of Functions Between Entities not Under Common Control 

The objective of this standard Is to establish accounting principles for the acquirer in a transfer of functions between 
entities not under common control. 

A transfer of functions between entities not under common control is a reorganisation and / or reallocation of functions 
between entities that are not ultimately controlled by the same entity before and after a transfer of functions. 

in the event of a transfer of functions between entities not under common control, the assets and liabilities should be 
recognised (by the acquirer) at their acquisition date fair values. 

The difference between the amount of consideration paid, if any. and the carrying amourfts of assets acquired and 
liabilities assumed should be recognised in accumulated surplus / (deficit). 

For a transfer of functions between entities not under common control there are some specific recognition and 
measurement principles and exceptions to the recognition and measurement principles. 

The standard has been approved by the Accounting Standards Board but its effective date has not yet been determined by 
the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the amendment will have a material impact on the municipality's annual financial statements. 

GRAP 20: Related Parties 

The objective of this standard is to ensure that a reporting entity’s annual financial statements contain the disclosures 
necessary to draw attention to the possibility that its financial position and surplus or deficit may have been affected by the 
existence of related parties and by transactions and outstanding balances with such parties. 

The municipality (in this standard referred to as the reporting entity) applies this standard in; 

• identifying related party relationships and transactions; 

• identifying outstanding balances, including commitments, between the mgnidpallty and its related parties; 

• identifying the circumstances in which disclosure of the items in bullet one and two is required; and 
■ determining the disclosures to be made about those items. 
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2. New standards and interpretations (continued) 

This Standard requires disclosure of reidted pdrty relationships, transactions and outstanding balances, including 
commitments, in the consolidated and separate finanoial statements of the reporting entity in accordance with the 
Standard of GRAP on Consolidated and Separate Financial Statements. This standard also applies to individual annual 
financial statements, 

Disclosure of related party transactions, outstanding balanosjs, including commitments, end relationships with related 
parties may affect users' assessments of the financial position and performance of the reporting entity artd its ability to 
deliver agreed sei'vices, including assessments of the risks and opportunities facing the entity. This disclosure also 
ensures that the reporting entity is transparent about its dealings with related parties. 

The standard states that a related party is a person or an entity with the ability to control or jointly control the other party, 
or exorcise significant influence over the other party, or vice versa, or an entity that is subject to common control, or joint 
control. As a minimum, the following are regarded as related parties of the reporting entity: 

* A person or a dose member of that person's family is related to the reporting entity if that person' 

has control or joint control over the reporting entity; 
has significant influence over the reporting entity; 

Is a member of the management of the entity or its controlling entity. 

* An entity 1$ related to the reporting entity if any of the following conditions apply: 

the entity is a member of the same economic entity (which means that each controlling entity, controlled 
entity and fellow controlled entity is related to the others); 

^ one entity is an associate or joint venture of the other entity (or on associate or joint venture of a member 
of an economic entity of which the other entity is a member); 
both entities are joint ventures of the same third party; 

one entity is a joint venture of a third entity and the other entity Is an associate of the third errtity; 
the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity 
related to the entity, if the reporting entity is itself such a plan, the sponsoring employers are related to the 
entity, 

the entity is controlled or jointly controlled by a person identified in (a); end 

a person identified in (a)(i) has significant influence over that entity or is a member of the management of 
that entity {or its controlling entity), 

The standard states that a related party transaction is a transfer of resources, services or obligations between the repoiling 
entity and a related party, regardless of whether a price is charged. 

The standard elaborates on the definitions and identification of; 

» Close member of the family of a person; 

* Management; 

* Related parties; 

f Remuneration; and 

* Significant influence 

The standard sets out the requirements, inter olio, for the disclosure of; 

* control; 

» related party transactions; and 

* remuneration of management. 

Only transactions with related parties where the transactions are not concluded within normal operating procedures or on 
terms that are not no more or no less favourable than the terms it would use to conclude transactions with another entity 
or person are disclosed. 

The standard requires that remuneration of management must be disclosed per person and in aggregate. 

The standard has been approved by the Accounting Standards Board but its effective date has not yet been determined by 
the Minister of Finance, 


The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the standard will have a mpteriel impact on the municipality's annual financial statements. 
GRAP 32: Service Concession Arrangements; Grantor 
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2. hJ 0 w standards snd tnterpretatidn$ (continued) 

The standard applies to a contractual arrangement between a grantor and an operator in which the operator uses the 
service concession asset to provide a mandated function on behalf of the grantor for a specified period of time, The 
operator providing the mandated function on behalf of the grantor can either be a private party or another public sector 
entity. The standard applies to the grantor only. 

PPP agreements that are governed and regulated in terms of the PFMA and MFMA, are some of the arrangements that fall 
within the scope of GRAP 32, For any other arrangements that meet the control criteria as set out in paragraph ,07 of 
GRAP 32 the principles irtthe standard on accounting for such arrangements will apply. 

An asset provided by the operator, or an upgrade to an existing asset, is recognised as a service concession asset with a 
corresponding liability, boing ttie performance obligation, if certain criteria and conditions are met, 

The standard has been approved by the Accounting Standards Board but its effective date has not yet been determined by 
the Minister of Finance, 

The municipality expects to adopt the standard tor the first time once it becomes effective, 

It is unlikely that the standard wilt have a materia! Impact on the municipality's annua! financial statements. 

GRAP 108: Statutory Receiveblea 

GRAP 1GS only deals with those receivables that arise from legislation or an equivalent means, such as regutations, by- 
laws or other documents issued in terms of legislation, such as ministerial orders and cabinet or municipal council 
decisions. Therefore in order to be statutory in nature specific legislation should require the rnunicipaiity to undertake the 
trsnsections, such as outlining who should be taxed and at what rates and amounts, 

Statutory receivables are not contractual receivables, the latter of which would normally meet the definition of a financial 
asset and will be within the scope of the Standard of GRAP on Financial Instruments. Statutoiy receivables are not 
voluntarily entered into as with oontmcttral receivables because they arise a,s a result of specific legislative requirements. 


Statutory receivables are initially measured at their transaction amount and subsequently using the cost method. 

Under The cost method, the initial measurement of the receivable is changed subsequent to initial recognition to refleot 
any: 

“ interest or other charges that may have accrued on the receivable (where applicable); 

* impairment losses; and 

* amounts derecognised. 

The standard has been approved by the Accounting Standards Board but its effective date has not yet been determined by 
the Minister of Finance, 

The municipality expects to adopt the standard tor the first time once it becomes effective. 

It is unlikely that the standard will have a material impact on the munjctpality’s annua! financial statements. 

IGRAP 17: Service Concession Arrangements where a Grantor Controls a Significant Residual Interest in an Asset 

This interpretation provides guidance to the grantor where it has entered into a service concession arrangement, but only 
controls, through ownership, beneficial entitlement or otherwise, a significant residual interest in a service concession 
asset at the end of the arrangement, where the arrangement does not constitute a lease, 

A service concession arrangement is a contractual arrangement between a grantor and an operator in which the operator 
uses the service concession asset to provide a mandated function on behalf of the grantor for a specified period of time. 
The operator is compensated for its sen/ices over the period of the service concession arrangement, either through 
payments, or through receiving a right to earn revenue from third party users Of the service concession asset, or the 
operator is given access to another revenue-generating asset of the grantor for its use. 
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2. New standards and Interpretations (continued) 

Before the grantor can recognise a service concession asset in accordance with the Standard of GRAP on Service 
Concession'Arrangemertts; Grantor, both the criteria as noted in paragraph .01 of this interpretation need to be met. In 
some service concession arrangements, the grantor only controls the residual interest in the service concession asset at 
the end of the arrangement, and can therefoVe not recognise the service concession asset in terms of the Standard of 
GRAP on Service Concession Arrangements: Grantor, 

This interpretation concludes on the recognition of the performance obligation and the right to receive a significant interest 
in a service concession asset, 

The interpretation has been approved by the Accounting Standards Board but its effective dale has not yet been 
determined by the Minister of Finance. 

The municipality expects to adopt the interpretation for the first time once it becomes effective, 

It is unlikely that the interpretation will have a material impact on the municipality’s annual financial statements. 

2,4 Standards and Interpretations not yet effective or relevant 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2G14 or later periods but are not relevant to its operetions: 

3. Cash and cash egufvalents 

Cash and cash equivalents consist of; 

2 846 
675 681 
120 604 

805 131 


Cash on hand 
Bank balances 
Short-term deposits 


3 307 
2 400 601 
18 072 612 


20 405 700 


The municipality had the following bank accounts 


Account number } description 

ABSA Bank ■' Primary bank 
account ’ Cheque account - 405 
331 7014 

ABSA Bank - Salaries account ^ 

406 497 6564 

ABSA Bank - Grants account - 
405 497 7536 

ABSA Bank - Call account - 910 
601 3116 

ABSA Bank - Capital 
repiacement reserve account - 
405 497 7984 

ABSA BANK Gal! account - 

407 953 2472 

ABSA Bank - Call account ~ 928 
666 2273 

Total 


Bank statement balances Cash book balances 


30 June 2014 30 June 2013 
2 409 601 675 631 


541 604 126 604 

17 530 907 

20'482'3l'2 802 285 


30 June 2012 30 June 2014 
1 696 325 2 409 801 

17 621 
29 643 611 
4 522 
663 292 

541 604 
17 530 007 

32""224T7l 


30 June 2013 30 June 2012 
675 256 1 695 325 

17 621 
29 643 611 
4 522 
063 292 

126 604 

""Toi 060 ' 32 "22‘4'37l" 


4. Inventories 

Ccnsumable stores 
Water 


238 381 
176 056 

4 ^ 4 ^ 


463 616 
79 446 

■^'S43'064 
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Figure$ in Rond 

2014 

2013 

5. Receivables ft‘oni non-eitchange transactions 

Staff debtors 

11 710 

_ 

Councillors salary overpayments 

479 680 

- 

Employees with negative leave balances 


6 318 

Interest receivables 

1 19Q 

2 365 

Other receivables 

- 

6 165 


492 489 

14 84B 

6. VAT receivable 

VAT receivable 

7 , Receivables from eitchange transactions 

6 616 697 

7 949 669 

Gross balancca 

Rates 

5 360 812 

64 756 160 

Water 

60 779 965 

45 904 965 

Refuse 

14 889 528 

6 221 340 

Sundry services 

13 924 856 

14 687 644 


99 985 181 

121 570 099 

Less: Allowance for impairment 

Rates 

(1 006 893} 

(530 110) 

Water 

(26 567 265) 

(IB 244 213) 

Refuse 

(5 440 016) 

(1 532 062) 

Sundry services 

(7 923 999) 

(5 975 473) 


(40 938 173) 

(26 281 858) 

Not balance 

Rates 

4 353 919 

54 226 050 

Water 

34 212 700 

27 660 742 

Refuse 

9 449 512 

4 689 278 

Sundry services 

1 1 000 857 

8 712 171 


59 018 983 

95 288 241 

Included in above is receivables from exchange transactions 

Water 

34 212 700 

27 660 742 

Refuse 

9 449 512 

4 689 278 

Sundry services 

1 1 000 857 

8 712 171 

Included in above is receivables from non-exchange transactions (taxes 
and transfers) 

54 663 069 

41 062 191 ' 

Rates 

4 353 919 

54 226 050 

Net balance 

69 016 988 

99 288 241 
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Figures in Rand 2014 2013 


7. Recetvabtes from ^change transactions (continued) 


Rates 


Current (0 - 30 days) 

187 433 

49 916 310 

31-00 days 

151 313 

90 264 

01 - 90 days 

150 961 

71 155 

91 - 120 days 

150 044 

1 769 591 

121 -365 days 

150 903 

1 368 609 

■> 365 days 

3 562 360 

990 121 



54 226 050 

Property rates were not charged on Department of Public Works properties from 2006 to 2013, adjustments as a prior period 

error resulting in R49 744 253 increase in current rates as at 30 June 2013, 

The amount was received during the year, 

Water 

Current (0 - 30 days) 

1 310 858 

1 413 606 

31 60 days 

1 298 969 

1 335 777 

61 - 90 days 

1 307 950 

1 330 405 

91 - 120 days 

1 295 193 

2 038 610 

121 -365 days 

1 298 887 

12 404 237 

> 365 days 

27 700 843 

9 137 907 




27 660 742 

Refuse 

Current {0 - 30 days) 

720 060 

727 286 

31 - 60 days 

718 358 

726 690 

61 - 90 days 

717 719 

726 764 

91 - 120 days 

717 059 

725 911 

121 " 365 days 

714 291 

- 

365 days 

5 662 025 

1 782 427 


9 449 812 

4 689 276 

Sundry debtors 

Current (0 - 30 days) 

472 313 

308 950 

31 " 60 days 

454 429 

295 090 

61-90 days 

440 425 

276 086 

91 - 120 days 

425 890 

264 192 

121 - 366 days 

407 759 

1 075 927 

> 365 days 

8 600 041 

5 591 926 


11 000 8S7 

8 712 171 
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Figure!!^ in Rand 


2014 


2013 


7, Rftceivables from exchange trsnsactlons (continued) 
Summary of receivable$ by customer dasaificetion 


Consumers 


Current (0 - 30 days) 

2 646 437 

2 483 285 

31 - 60 days 

2 508 880 

2 387 855 

61 - 90 d^ys 

2 502 743 

2 504 672 

91 ^ 120 days 

2 481 019 

3 355 579 

121 ^ 365 days 

2 468 176 

14 626 268 

> 365 days 

82 822 216 

41 292 592 


96 331 477 

66 652 251 

Less: Allowance for impairment 

(40 906 964) 

(26 2(-53 547) 




industriaf/ commercial 

CuiTent (0 - 30 days) 

42 295 

100 25S 

31-60 days 

42 296 

33 372 

61 - 90 days 

41 460 

33 394 

91 - 120 days 

41 566 

1 174 240 

121 - 365 days 

41 125 

149 347 

> 365 days 

3 161 829 

1 473 695 


3 370 571 

2 964 506 

Less: Allowance for impairment 

(31 209) 

(18 311) 


3 339 362 

2 946 195 

National and provincial government 

Current (0-30 days) 

129 165 

49 822 376 

31 -60 days 

91 653 

54 047 

61 - 90 days 

91 361 

37 000 

91 - 120 days 

91 978 

418 643 

121 - 365 days 

69 743 

1 023 570 

> 365 days 

759 211 

597 703 



' "'5l'953'339' 

Iota! 

Current (0 - 30 days) 

2 719 898 

52 406 538 

31-60 days 

2 642 835 

2 474 656 

61 - 90 days 

2 636 564 

2 575 066 

91 - 120 days 

2 614 S64 

4 948 462 

121 ^365 days 

2 599 044 

15 801 186 

> 365 days 

S6 743 256 

43 364 190 


99 965 161 

121 570 098 

Less: Allowance for impairment 

(40 936 173) 

(26 2.81 867) 


59 016 988 

05 288 241 

Less; Allowance for impairment 

Current (0 - 30 days) 

(29 230) 

(40 1 SS) 

31-60 days 

(19 765) 

(26 635) 

61 - 90 days 

(18 509) 

(170 656) 

91 - 120 days 

(25 478) 

(150 ir?9) 

121 -365 days 

(27 205) 

(32 414) 

365 days 

(40 817 986) 

(25 861 809) 


(40 938 173) 

(26 2S1 SST) 
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7, Receivables from oitchengo transactions {continued) 

Reconciliation of allowance for impairment 

Balance at beginning of the year (26 281 858) (45 806 924) 

Reduction of/Contributions to allowance (14 656 315} 19 525 006 

(4O930173) (26 281 85^ 


B, Property, plant and equipment 




2014 



2Gl'3 



Cost t 

Accumulated 

Carrying 

Cost/ 

Accumulated 

Carrying 


Valuation 

depreciation 

value 

Valuation 

depreciation 

value 



and 



and 




accumulated 



accumulated 




impairment 



impairment 


land 

701 000 

- 

701 000 

701 000 


701 000 

Buildings 

10916 178 

(3 270 054) 

7 646 124 

8 260 082 


8 260 682 

Furniture and fixtures 

6 250 147 

(2 869 642) 

3 360 505 

7 317 911 

(2 251 781) 

5 066 130 

Motor vehicles 

6 404 300 

(1 613 851) 

4 790 449 

7 154 300 

(1 066 385) 

6 087 915 

Office equipment 

1 405 319 

{609 343) 

885 976 

1 472 468 

(373 573) 

1 098 895 

IT equipment 

1 567 670 

(672 158) 

895 512 

10 453 721 

(9 558 307) 

895 414 

Infrastructure 

1 716 678 815 

(689 894 639)1 026 784 176 

1 617 436 469 

(609 692 952)1 007 743 517 

Leased assets: Office equipinent 

11 172 058 

(10 129 677) 

1 042 381 

11 054 415 

(7 882 864) 

3 171 551 

Tools and loose gear 

111 060 

(65 812) 

45 24S 

174 779 

(85 396) 

89 383 

Total 

1 75S 286 547 

(709 125 176)1 046 171 371 

f 664 025 74$' 

(630 911 26S)1 033 114407 

Reconciliation of property, plant and equipment “ 2014 






Opening 

Additions 

Asset written- 

Depreciation 

Impairment 

Total 


balance 


off 


loss 


Lend 

701 000 

- 

- 



701 000 

Buildings 

a 260 682 

15 999 

- 

(630 557) 

- 

7 646 124 

Furniture and fixtures 

6 086 130 

161 946 

(605 132) 

(1 134 626) 

(107 813) 

3 380 505 

Motor vehicles 

6 087 916 


(618 000) 

(305 413) 

(374 053) 

4 790 449 

Office equipment 

1 098 S05 

152 869 

(50 304) 

(815 424) 


885 976 

Computer hardware 

695 414 

546 663 

(155 802) 

(347 932) 

(42 771) 

895 512 

Infrastructure 

1 007 743 617 

99 242 346 

- 

(80 201 687) 

- 

1 026 784 176 

Leased asset: Office equipment 

3 171 551 

117 643 

- 

(2 246 813) 

- 

1 042 381 

Loose tools 

89 383 


(19 612) 

(23 610) 

(713) 

45 248 


1 033 114 4S7 

100 237 466 

(1 448 970) 

(65 206 262) 

(S2S 350)1 046 171 371 

Reconciliation of property, plant and equipment ^ 2013 








Opening 

balance 

Additions 

Depreciation 

Total 

Land 



701 000 

- 

- 

701 000 

Buildings 



8 891 239 

- 

(630 557) 

8 260 682 

Furniture and fixtures 



5 601 906 

544 898 

(1 080 674) 

5 066 130 

Motor vehicles 



6 393 329 

- 

(305 414) 

6 087 915 

Office equipment 



625 797 

734 767 

(261 669) 

1 096 895 

Computer hardware 



932 269 

264 880 

(321 755) 

895 414 

Infrastructure 



990 168 685 

95 023 426 

(77 448 594)1 007 743 517 

Leased assets; Office equipment 



5 415 096 

- 

(2 243 545) 

3 171 551 

Loose tools 



115 621 


(26 23B) 

89 383 




1 018 844 962 

96SS7 97?' 

(62 318 446)1 033 114 487 
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Figures in Rand 


2014 2013 


8, Propettyj plant and equipment (continued) 

Pledged as security 

No assets are pledged as security. 

Assets Subject to finance lease (Net carrying amount) 


Leased assets: Office equipment 

1 042 381 

3 171 551 

Reconciliation of Workdn-Progress 2014 



Opening balance 

Additions/capital expenditure 

included 

within 

Infrastructure 

14 651 533 

61 505 149 

Total 

14 651 533 
61 505 140 


78 486 682 

76 456 682 

Reconciliation of Work-in-Progress 2013 



Opening balance 

Additions/capita! expenditure 

Included 

within 

Infrastructure 

2 156 313 

12 495 220 

Total 

2 156 313 
12 495 220 


14 651 533 

14 651 533 

Included In PPE is office equipment subject to a finance lease. The municipality's 
secured by the lessor's charge over the leased asset - refer to note 1 1 . 

obligations under the finance lease are 


A register containing the information required by section 63 of the Municipal 
inspection at the registered office of the municipality. 

Finance Managerru^nt Act i 

s available for 

3. Payables from exchange transactions 

Trade payables 

64 96B 547 

69 291 958 

Payments received in .advanced 

3 456 097 

684 935 

Other payables 

- 

181 113 

Retentions 

20 858 492 

1 1 756 697 

Accrued leave pay 

5 180 035 

3 882 407 

13th cheque 

913 017 

796 698 

Accrued expenses 

13 485 930 

47 156 693 


108 851 118 

133 752 331 
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10, Fiiiartce leas^ obligation 
Mmimufin ioa$e payments due 


" within one year 

75 820 

116 890 

" in second to fifth year inclusive 

66 043 



IqT'sgJ' 

iTea^cT' 

less: future finance charges 

(16 722) 

(7 544) 

Present value of minimum tease payments 

145 141 

109 346 

Present value of minimum lease payments due 



-within one year 

75 820 

116 300 

- in second to fifth year inclusive 

69 313 



145 133 

116 800 

Non-current liabilities 

116 889 


Current liabilities 

28 244 

116 890 






it is municipefiiy policy to lease certain motor vehicles and equipment under finance leases, 

The average lease term v/as 3 years and the average effective borrowing rate was 9% (2013: 10%), 

interest rates are fixed at the contract date. A!| leases have fixed repayments and no arrangements have been entered into for 
contingent rent. 

The municipality's obligations under finance leases are secured by the lessor's charge over the leased assets. Refer note 8 

11. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of; 


Unspent conditional grants and receipts 


Municipa! Infrastructure Grant 


13 492 102 

Department of Water and Forestry Grant 


3 033 279 

Library Grant 

95 350 

143 937 

Other Grants 

- 

559 158 

North West Sport - Maubane Cultural Village 

500 000 

500 000 

Fire and Emergency Grant 

6 990 

192 142 

Municipal System improvement Grant 

210 

- 

Financial Management Grant 

- 

1 

Expanded Public Works Project Grant 

- 

1 360 936 


602 550 10 281 555 


Movement during the year 



Balance at the beginning of the year 

19 281 555 

40 585 390 

Roll over not approved 

(17 278 318) 

- 

Additions during the year 

119 678 000 

116 449 000 

income recognition during the year 

(121 078 687) 

(137 752 S35) 


602 550 

19 2S1 655 


See note for reconciliation of grants from National/Rrovincia) Government, 
These amounts are invested in a rIngTenced investment until utilised. 
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MoreteSe Locai MunicipaEity 

Annual Financial Statements for the year ended 30 June 2014 

Notes to the Annual Financial Statements 

Figures in Rand 


2014 


2013 


13. Lon^ service award liabfHty 

As per government gazette an employee shall qualify for long service revvard in terms of leave days credits for the various 
periods of continuous service completed at the same employer ea follows : 

^ After 1 0 years of service - 1 0 working days 

> After 15 years of service - 20 working days 

> After 20 years of service - 3Q working days 

> After 25 years of service - 30 working days 

> After 30 years of service - 30 working days 

> After 35 years of service - 30 working days 

> After 40 years of service - 30 working days 

> After 45 years of service - 30 working days 

The leave mentioned may be wholly or partially converted on the date on which employee qualifies or at any stage thereafter, 

Long service benefits are awarded in the form of a number of leave days awarded once the employee completes a certain 
number of years in service. 

Valuations of Assets 

The long service leave award liability of the municipality is unfunded. No dedicated assets have been set aside to meet this 
liability 


Changes fn the present value 


Opening balance 

1 759 000 

1 275 000 

Current service cost 

255 000 

202 OOD 

interest cost 

139 000 

106 000 

Benefits paid 

(214 026) 

(34 000) 

Actuarial toss/fgain) 

384 02.6 

208 000 


2 333 000 

1 759 000 

Net expense recognised in the statement of financial performance 

Current Service cost 

265 OQO 

202 000 

Interest cost 

139 000 

108 000 

Actuarial loss/(gain) 

384 026 

208 000 


788 026 6iT 000 ^ 


Key assumptions 

Discount rate 

7.96% 

7.40% 

Consumer price inflation 

6,33% 

5.66% 

Salary increase rate 

7,33% 

6.66% 

Net effective discount rate 

0.59% 

0.69% 


20.41% 

21.S1% 

The effect of a 1% p.a. change in the normal salary Inflation assumption 

3S follows : 

Total accrued liability 

2 550 000 

7 936 000 

Current service cost 

332 OQO 

295 OQO 

Interest cost 

215 000 

153 000 


3 097 000 

8 384000'" 


The amounts for the current annual reporting period and previous 
reporting period : 

Present value of obligation 2 333 000 1 759 000 
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Notes to the Annual Financial Statements 


Figures in Rand 


13. Long service award liability (continued) 

The cost of the long service awards is dependent on the increase in th^ annual solaries; paid to employees. The rate at which 
salaries increase will thus have a direct effect on the liability of future retirees. 


14. Revenue 
Service charges 

Rental of facilities and equipment 
Other iricorne 
Interest received 
Property rates 

Government grants & subsidies 


24 961 627 19 180 404 

70 815 101 745 

1 668 967 1 566 289 

6 630 647 5 305 084 

19 24? 483 13 911 021 

298 345 6B6 291 368 360 

3'S0'926'22i” 


The amount, included in revenue arising from exchanges of goods or 
services are as follows; 

Service charges 24 961 627 19 180 404 

Rerttai of facilities and equipment 70 815 101 745 

Other income 1 668 967 1 666 289 

Interest received 6 630 647 5 305 084 

33 332~0js6' 26 153 522 


The amount Included in revenue arising from non-exchange transactions 
is as follows: 

Taxation revenue 
Property rates 
Transfer revenue 
Government grants &. subsidies 


19 247 483 13 911 021 

298 345 686 291 368 360 

VrT >93 169 305 279 381 


15. Service charges 

Sale of water 
Refuse removal 


15 773 948 
9 167 679 

24~961 627 


16 105 547 
3 074 857 

19 160 404 


16. Property rates 


Residential 237 504 1 031 180 

Commercial 'i 66^ 079 1 376 117 

State 17 388 338 ll 90? 128 

Farms 2 755 8 110 

Community 14 807 15 526 

Less: income forgo rte - {427 040) 

19 247 483 13 911 021 " 
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the Annua! Flnancsat Statements 


Figures tn Rgind 


17, Government grants and subtsidtes 



Operating grants 

Water operation subsidy 

- 

915 526 

Equitable share 

Capitai grants 

177 267 000 

155 654 000 
‘'^l56 569 52r 

Provincial infrastructure grant 

14 000 000 

- 

Clean communities project grant 

- 

142 860 

Other grants 

55D 158 


Library grant 

39S 586 

270 483 

Fire and Emergency grant in aid 

185 152 

107 858 

Finance Management, grant 

1 550 000 

1 022 076 

Eirpanded Public Works Program grant 

1 175 000 

808 084 

Municipal Systems Improvement grant 

689 790 

364 000 

Department of Water and Forestry grant 

3 606 000 

2 671 721 

Municipal infrastructure grant 

Conditional and unconditional 

98 713 000 

V^rofresT 

298 34S 686 

129 411 772 

134 798 834 

291 368 360 

included in above are the following grants and subsidies received; 

Conditional grants received 

119 67S 000 

116 449 000 

Unconditional grants received 

177 267 000 

296 94S 000 

156 569 526 

273 018 ?2T 

Municipal Infrastructure grant 

Balance unspent at beginning of year 

13 492 102 

38 923 875 

Current-year receipts 

98 713 000 

103 975 000 

Conditions met ■■■ transferred to revenue 

(93 713 000) 

(129 411 773) 

Roll-over not approved 

(13 492 102) 

- 


13 492 102 


No conditions still to be met - remain liabilities {see note 11). 

The intent of the municipal infrastructure grant is to focus on infrastructure required for a basic level of service. It supplements 
the Eiqtiitable Share and allows for more accountability. 

Provincial Infrastructure grant 

Current-year receipts 14 000 000 

Conditions met ^ transferred to revenue (14 000 000) 


No conditions still to be met - remain liabilities (see note 11). 

The intent of the provincial infrastructure grant is to focus on infrastructure required for a basic level of services, It 
supplements the equitable share and allows for more accountability. 

Department of Water and Forestry 


Balance unspent at beginning of year 


3 033 279 


Current-yesr receipts 


3 000 000 

7 705 000 

Conditions met - transferred to revenue 

45 

(3 608 000) 

(2 671 721) 
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Annua! Financial Statement$ fof the year ended 30 June 2014 

Notes to the Annual Financial Statements 

FigurciG in Rand S014 '4013 


17. Government grsntsi ^lnd subsidies (continued) 

Roll-over not approved (2 425 273) {2 000 000) 

T 3 037279^ 


No conditions still to be met - remain liabilities (see note 1 1). 

The intent of the DWAF grant is to assist municipality to maintain and supply bulk water infrastructure, improve the water and 
quality of teh water resources at the municipality, 

Library Grant 

Balance unspent at beginning of year 143 937 414 420 

Current-year receipts 350 000 

Conditions met - transferred to revenue (39S 587) (270 483) 

^ ™ i43 937 


Mo conditions still to be met - remain liabilities (see note 11). 

The intent of the library grant is to develop the infrastructrire and stock of books for local libraries. This remains a provincial 
tunction coordinated through the local municipalities. 

Other Grants 

E5a!ance unspent at beginning of year 553 15S 553 158 

Conditions met ~ transferred to revenue (559 158) 

553'T^ 


NW Sport " Wlaubane Cultural Village 

Balance unspent at beginning of year 5Q0 0 00 500 000 

No conditions stili to be met - remain liabilities (see note 11). 

In terms of the PFMA, the province may allocate money to its local municipalities to support existing programmes or eatabtiah 
rtew programmes for development In the local municipality. 

Clean Communities Project Grant 

Balance unspent at beginning of year - 142 860 

Conditions met - transferred to revenue - (142 860) 


No conditions still to be met - remain liabilities (see note 11). 

As per Provincial Gacette, the clean communities project grant's intent is to assist municipalities to keep their communities 
clean. 

Fire & Emergency Grant 

Balance unspent at beginning of year 192 142 

Currenbyear receipts - 300 000 

Conditions met - transferred to revenue (185 152) (107 858) 

"""TSSO” 192 142 


No conditions stiil to be met - remain liabilities (see note ll). 
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Figures in Rand 


2014 2013 


17. Government grants and subsidies (continued) 

Fire and emergency grant's intent is to assist municipalities to upgrade their fire and emergency services and capacity (as per 
Provincial Gazette). 


Municipal Systems Improvement Grant 

690 000 600 000 

(889 790) (364 000) 

{436 000) 


Current-year receipts 

Conditions met - transferred to revenvje 

RoiFover r^ot approved 


210 


No conditions still to be met remain liabilities (see note 11), 

Municipal system improvement grant's intent is to assist municipaliltes in building in-house capacity to perform their functions 
and stabilise inslitutionai and governance systems as required in the Municipal Systems Act, 2000 (MSA) and related 
legislation and policies. 

Financial Management Grant 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 
Roll-over not approved 

1 


1 

1 550 000 
(1 550 000) 
( 1 ) 


40 077 
1 50Q 000 
(1 022 076) 
(516 000) 


No conditions stiii to be met - remain liabilities (see note 11). 

Financial management grant's intent is to build the capacity in finance management in municipalities and to assist in the rcit 
out of the Municipal Finance Improvement Plan. Part of the grant is used to remunerate interns appointed through tttis Budget 


Reform programme. 

Expanded Public Works Program Grant 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 
Roll-over not approved 


1 360 936 

1 175 000 2 169 000 

(1 175 000) (808 064) 

(1 360 936} 

^ 'i~36d^^ 


No conditions still to be met - remain liabilities (see note 1 1). 

The expanded public works programme grant is the Provincial Government's incentive to local municipaiilies for using labour 
intensive construction methods to provide employment opportunities to local unemployed people. 

1S. Investment revenue 


Interest revenue 

Bank 

Interest on investments 
Interest on outstanding receivabies 


265 174 
1 818 139 
4 547 334 

^'^¥' 630647 ' 


1 782 294 
118 327 
3 404 453 

’T3ds'd84'' 
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Figures in Rand 

2014 

2013 

19, Employee related costs 



Basic 

34 185 203 

30 220 079 

Bonus 

3 319 754 

1 711 792 

Medical aid - company contributions 

2 952 504 

2 556 550 

U!F 

300 223 

267 115 

SDL 

563 564 

520 763 

Leavts pay provision charge 

1 379 075 

1 072 376 

Post “ employment benefits '■ Pension - Defined contribution plan 

5 565 1 1 1 

5 123 449 

Travel, motor car, accommodation, subsistence and other atiowances 

6 158 349 

6 4S4 710 

Overtime payments 

1 289 543 

1 242 988 

Housing benefits and allowances 

132 717 

114 314 

Interest cost “ long servioo award 

139 000 

106 ODD 

Actuarial losses / (gains) 

384 026 

2QS 000 

Service cost - long service award 

265 000 

202 000 


56 624 069 

49 832 136 
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19. Emplgyee rol^tod co$t^ (continued) 


Remuneration of Nkhumise TSR ^ Municipal Manager (01/12/2013 - 30/06/2014) 

Basic salary 
Travel allowance 
Cellphone allowance 

Remuneration of Mabokela FT - Acting Municipal Manager (01/07/201 3 - 
30/09/2014) 

Basic salary 

Remuneration of Kutumela DA - Municipal Manager (01/06/2012 “ 

30/06/2013) 

Basic salary 
Travel allowance 
Cellphone allowance 
Subsi stance 
Travel claims 


386 196 
138 215 



S08 427 


Remuneration of Rampedi MN ■ CFO (01/07/2013 » 30/06/2014) 

Basic salary 
Travel Allowance 
Subsistence 
Travel claims 


631 639 
211 166 

^“8«“a05 


Remuneration of Mabokela FT ^ Deputy CFO (01/07/2013 - 30/06/2014) 

Basic salary 549 012 

Travel allowance 183 522 

Cellphone allowance 
Subsistence 
Travel claims 

732 634 


Remuneration of Makwela MRS - Director Technical Services (01/07/2013 30/06/2014) 


Basic salary 538 464 

T ravel allowance 1 80 204 

Cellphone allowance 17 112 

Pension 78 974 




2013 



563 580 
188 446 
IS 000 
390 


'898 616 


473 732 
158 374 
1 030 
16 505 

649 641 


549 012 
183 62.2 
190 508 
1 010 
2.4 605 

948 767 


538 464 
180 204 
17 112 
7S 974 

814764 ^ 
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2014 


2013 


19. Employee related costs (continued) 

Remuneration of Matshabe TJ “ Director Corporate and Human Resources (01/07/2013 ’ 30/06/2014) 


Basic salary 

437 239 

437 242 

Trpvei Allowance 

137 2.00 

187 200 

Cellphone Allowance 

12 000 

12 000 

Subsistance 

470 

2 340 

Travel claims 

11 839 

28 135 

Pension 

64 128 

64 123 


712 876 

731 045 

Remuneration of Maroga IS - Director Social Services (01/07/2013 - 30/06/2014) 

Annual Remuneration 

538 141 

291 559 

Travel allowance 

180 000 

124 600 

Cellphone allowance 

12 000 

8 000 

Travel cialme 

1 1 907 

- 

Subsistence 

370 



742 41 S 

424 369 

20. Remuneration of Councillors 

Executive Mayor 

702 294 

1 493 205 

Speaker 

566 729 

521 344 

Single whip 

532 838 

472 900 

Mayoral committee members 

4 440 317 

4 729 002 

Councillors 

10 392 948 

7 577 453 


1Se35 126 

14 793 904 


In-kind benefits 


The Executive Mayer, Deputy Executive Mayor, Speaker and Mayoral Committee Members are futi'lime. Each is provided with 
an office and secretarial support at the cost of the Council. 


Executive Mayor 

Basic 

T ravel 

Cellphone 

Pension and 

Total 



allowance 

allowance 

medical aid 


Lehari JS 

432 461 

169 457 

24 468 

75 908 

702 294 

Total 

432 46T 

169 457 

24 4ir 

75 90S"' 

""'702 294 

Speaker 

Basic 

T rave) 

Cellphone 

Pension and 

Total 



Allowance 

Allowance 

Medical Aid 


Magengwa JL 

347 103 

135 566 

24 466 

59 593 

566 729 

Total 

3A7'l03''' 

135 565" 

24'T6a'^ 

59 593 

;i66"729 

Single Whip 

Basic 

Travel 

Cellphone 

Pension and 

Total 



Allowance 

Allowance 

Medical Aid 


Motsepe KL 

331 546 

127 093 

24 468 

49 731 

532 838 

Total 

331 546 

127 098 

24 468 

49 731 

532 838 


1 111 110 

432 114 

73 404 

185 233 

1 801 861 
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20. Remuneration of Counctilors (continued) 


Mayoral Committee 

Basic 

Travel 

Cellphone 

Pension and 

Total 


Allowance 

Allowance 

medtcat aid 


Kau MJ 

331 546 

127 093 

24 468 

49 732 

532 839 

Makhudu MR 

327 401 

127 093 

24 468 

53 876 

532 838 

Makwoia JM 

331 S46 

127 093 

24 463 

40 727 

532 834 

Manamela ND 

110515 

42 364 

8 156 

16 577 

177 612 

Mangema BM 

331 546 

127 093 

24 468 

49 732 

532 839 

Mboweni FG 

32.5 064 

127 093 

24 468 

55313 

532 838 

Monaheng MA 

331 546 

127 093 

24 468 

49 732 

532 839 

Sekhaoiela TL 

331 646 

127 093 

24 468 

49 732 

532 839 

Setihare ME 

331 546 

127 093 

24 468 

49 732 

532 839 


'"""TTis'TsT 

1 059 108 

203 900 

424 153 

4 440 317 
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20s Remuneration of Council[or$ (continued) 


CoLinclItors 

Basic 

T rave! 
Allowance 

Cetiphene 

Allowance 

Pension and 
Medical Aid 

Baloyi BW 

132 618 

50 837 

24 468 

19 893 

Bhiya MM 

132 618 

50 837 

24 468 

19 893 

Chauke SR 

77 361 

29 655 

14 273 

11 604 

Golole KJ 

132 618 

50 837 

24 466 

19 893 

Hlongwane JR 

132 618 

50 837 

24 468 

19 893 

Kekana RAM 

132 618 

50 837 

24 468 

19 893 

Kgoele MM 

132 618 

50 837 

24 468 

19 893 

Khoza MB 

132 618 

50 837 

24 468 

19 893 

Lehelo MM 

132 618 

50 837 

24 468 

19 893 

Letebele LM 

130 73G 

50 837 

24 468 

21 775 

Letlhabf PS 

132 618 

50 837 

24 468 

19 893 

Mabasa RD 

132 618 

50 837 

24 468 

19 893 

Mabatle PS 

132 618 

50 337 

24 468 

19 393 

Mabona PM 

88 412 

33 891 

16312 

13 262 

Mabika DM 

132 618 

50 837 

24 468 

19 893 

Madise MJ 

132 613 

50 837 

24 468 

19 893 

Maimane ML. 

132 618 

50 837 

24 463 

19 693 

Makganiatho DM 

132.618 

50 837 

24 468 

19 893 

Makhathuleia GM 

132 618 

50 837 

24 468 

19 693 

Makhubela J 

132 618 

50 837 

24 468 

10 693 

Mleta NK 

248 659 

05 319 

24 468 

37 239 

Maluleka MB 

128 663 

50 837 

24 466 

23 848 

Mathatho S 

132 618 

60 837 

24 466 

19 893 

Motheba RH 

215 505 

82 610 

24 468 

32 326 

Mbekwa DBS 

132 618 

50 S37 

24 468 

19 093 

Moetji MM 

132 618 

50 837 

24 468 

10 893 

Mogate MA 

132 618 

50 837 

24 468 

19 893 

Mokadi LK 

132 618 

50 637 

24 466 

19 893 

Mokondo KR 

132 618 

SO 837 

24 468 

19 893 

Molefe MJ 

24S 669 

95 319 

24 468 

37 299 

Moiobi ME 

132 618 

50 837 

24 463 

19 893 

Moioisane P 

132 618 

50 837 

24 468 

19 893 

Momka KO 

132 618 

50 837 

24 468 

19 893 

Moseki PK 

33 165 

12 709 

Q 117 

4 974 

Mosipa ME. 

132 613 

50 837 

24 468 

19 093 

Mosupye RJ 

132 618 

50 837 

24 468 

10 893 

Motsoleie ME 

132 618 

50 837 

24 468 

19 893 

Ngobeni 'TT 

132 618 

50 837 

24 468 

19 693 

Romedi MA 

132 618 

50 837 

24 468 

19 893 

Rambawa MM 

129 821 

60 837 

24 468 

22 690 

Rampou MT 

132 618 

50 S37 

24 468 

10 893 

Sankoane DD 

132 618 

50 837 

24 468 

19 833 

Seernela DM 

132 618 

50 837 

24 4GB 

19 893 

Semenya SM 

132 618 

50 S37 

24 463 

19 893 

Songoia MIE 

132 618 

50 837 

24 468 

13 893 


6 075 219 

2 332 146 

1 064 358 

921 225 


21. Debt impairment 

Contributions to allowance for impairment 14 656 315 


™2013 


Total 

227 816 
227 816 
132 693 
227 SI 6 
227 816 
227 816 
327 816 
227 816 
227 S16 
227 816 
227 816 
227 616 
227 816 
151 677 
227 616 
227 816 
227 816 
227 816 
227 616 
227 816 
405 745 
227 616 
2.27 6ia 
354 909 
227 016 
22.7 816 
227 816 
227 616 
227 816 
405 745 
227 616 
227 816 
227 616 
56 955 
227 816 
227 816 
227 816 
.227 816 
227 816 
227 816 
227 816 
227 616 
227 816 
227 016 
227 816 

10 302 948 


{18 072 282) 


22. Depreciation and amortisation 

Property, plant and equipment 


85 206 262 


82 318 446 
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Figures in Rand 

23. Impairment of assets 
Impairments 

Property, plant and equipment 525 350 

The main clddsdJS of assets affected by impairment losses are: 

Other assets 

The assets current useful lives as assessed in 2013 have changed significantly. This is not due to normal wear and tear and 


consequently constitute an impairment loss. 

24. Finance costs 

Bank 10 076 93 163 

25. Sulk purchases 

Water " 29 502 514 35 173681 

Distribution losses relating to water purchases were R.27 188 613 (2013: R32 653 649) during the year, 

26. Contracted services 

Security sei'vices 0 Q30 1S6 5 704 235 

Cleaning services 083 697 7 625 034 

...... ____ 
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2014 

2013 

27. General expenses 

Audit committee costs 

76 919 


Advertising 

201 901 

460 012 

Accommodation 

539 797 

960 750 

Auditors remuherotion 

1 828 404 

3 702 464 

Bank charges 

114 804 

93 382 

ConsLiiting and professional fees 

13 290 306 

9 839 957 

Health and safety 

67 492 

343 745 

Ward committee expenditure 

3 198 379 

3 411 885 

Community development and training 

948 205 

842 289 

Computer expenses 

188 728 

76 865 

Conferences and seminars 

74 345 

163 110 

Legal fees 

4 382 397 

5 363 816 

Consumables 

46 040 

45 384 

Debt collection 

4 307 238 

3 265 318 

Assets vvritten off 

1 448 970 

- 

Electricity 

1 802 293 

613 047 

Catering 

288 075 

878 328 

Penalties for late SARS remittance 

86 777 

364 758 

Grant operational expenditure 

21 852 465 

54 536 452 

Free Basic services Water & Electricity 

9 399 233 

13 695 637 

Inlergrated development planning 

340 061 

191 497 

LED expenditure 

1 057 385 

4 764 647 

Valuation roll expenses 

5 741 566 

1 362 231 

Moyoraf's special projects 

884 989 

1 585 325 

Fuel and oil 

2 334 990 

3 206 566 

Loss due to under banking 

34 846 

- 

Sitbsistance 

131 281 

202 370 

land restoration 

3 028 833 

1 711 587 

insurance 

946 513 

936 773 

Lease rentals on operating lease 

- 

2 220 446 

Levies 

3 268 

2 939 

Marketing 

169 831 

225 485 

Motor vehicle expenses 

161 863 

670 727 

Postage and courier 

60 379 

1 328 

Printing and stationery 

1 778 356 

1 529 645 

Project maintenance costs 

222 101 

254 044 

Compensation assessment fees 

644 406 

458 035 

Subscriptions and membership fees 

604 582 

1 086 560 

Telephone and fax 

1 621 929 

120 430 

Training 

688 912 

506 0S3 

Travel ■■ local 

936 337 

959 855 

Water tankering 

5 135 598 

1 084 570 


90 760 861 

121 938 401 

28. Auditors’ remuneration 

Fees 

1 828 404 

3 702 464 


29. Financial instruments disclosure 
Categories of financial instruments 
2014 

Financial assets 


Trade and other receivables from exchange transactions 
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At amortised Total 

cost 

59 0'16QSS 59 016 988 



Moretele Local IVSunicjpaSity 

Annua! Financial sijtatements for the year ended 30 June 2014 


Notes to the Annual Financial Statements 


Figures in Rand 

2Q14 

2013 

Financial instruments disclosure (continued) 

Receivables from non-exchange transactions 

Cash and cash equivalents 

492 489 

20 488 700 

492 480 
20 486 700 


79 995 177 

79 995 177 

Financial lEablllties 



Trade and other payables from exchange transactions 

Finance lease obligation 

At amortised 
cost 

108 651 118 
145 133 

Total 

108 851 116 
145 133 


108 996 2!^^’ 

108996 25V' 

2013 



Financial assets 



Trade and other receivables from exchange transactions 

Receivables from non-exchange transactions 

Cash and cash equivalents 

At amortised 
cost 

95 2BS 241 

14 848 
805 131 

Total 

95 288 241 
14 848 
805 131 


96 108 220 

96 108 220 

Finaricial liabilities 



Trade and other payables from exchange transactions 

Finance lease obligation 

At amortised 
cost 

133 752 331 
116 890 

Total 

133 752 331 
116 890 


133 869 221" 

133 869^1' 


30. Cash generated from operations 
Surplus 

Adjustments for: 

Depreciation and amortisation 

Impairment deficit 

Debt impairment 

Movements in provisions 

Acturial tosses - long service awards 

Seivice cost - long service awards 

Interest cost - tong seivice cost 

Asset written off 

Changes in working capital: 

Inventories 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Payables from exchange transactions 
VA't^ 

Unspent conditional grants and receipts 
Provisions 


34 431 393 

21 331 694 

85 206 262 

B2 318 446 

525 350 

- 

14 656 316 

(18 072 202) 

3 028 834 

1 711 587 

384 026 

208 000 

266 000 

202 000 

139 000 

108 000 

1 448 970 

- 

128 627 

46 032 

21 614 936 

(27 570 086) 

(449 400) 

(1 135 507) 

(24 901 211) 

35 208 604 

2 332 962 

(7 790 923} 

(18 679 005) 

(21 303 835) 

- 

(50 000) 


120 132 061 65 202 730 
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31, Committnents 

Authorised capital expenditure 

Already contracted for but not provided for 

*> Property, plant and equipment 191 482 476 06 381 923 

Not yet contracted for and authorised by accounting officer 

f Property, plant and equipment 244 610 080 

This committed expenditure relates to property and wilt be financed by available bf3rik facilities, accumulated surpluses, 
existing cash resources, funds internally generated, etc, 

Operating expenditure approved and contracted 

Operating expenditure 22 240 SQ6 

This committed expenditure related to orders raised for operational expendittire and will be financed by available bank 
facilities, accumulated cash resources, funds internally generated, etc. 
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32. Contingencies 

Chach$oka Management Project CC 

Litigation is in the process against the municipality relating to a dispute with a Chachaoka Management Project CC who 
alleges that the municipality has acted jrratlonqOily and abitrarily in awarding the tender to Best Enough Trading Projects CC 
and is seeking damages of R450 000. The municipality's lawyers and management consider the likelihood of the action 
against the municipality being successful as unlikely, and the case is not e>cpected to be resolved within twelve months, 


Sepotwane St others 

Litigation is in the process against the municipality relating to a dispute with a Sepolwane a others who alleges that the 
municipality has influenced Frederick Modi boa to iay criminal charges of assault against Sepolwane 8 * others for which 
FredicK Modiboa subsequently withdrawn, Sepolwane 8 ^ others are seeking damages of R300 000. The municipality's lawyers 
arid management consider the likelihood of the action against the municipality being successful as unlikely, and the case is 
not expected to be resolved within twelve months. 


Ishmaef Bareng Mathibe 

Litigation is in the process against the municipality relating to a dispute with a ishmaet Bareng Mathibe who alleges that the 
municipality has unfairly dismissed him and is seeking reinstatement and damages of R350 000, The municipality's lawyers 
and management consider The likelihood of the action against the municipality being successful as unlikely, and the case is 
not expected to be resolved within twelve months. 


TIRMAC 

Litigation is in the process against the municipality relating to a dispute with TtRMAC who alleges that the municipality has 
breached contract and damages of R450 000, The municipality's lawyers and management consider the likelihood of the 
action against the municipality being successful as unlikely, and the case Is not expected to be resolved within twelve months. 


Thubakgale PP 

Litigation is In the process against the municipality relating to a dispute with a'Thubakgaie PP who alleges that the municipality 
has unfairly dismissed him and is seeking damages of R300 000. The municipality's lawyers and management consider the 
likelihood of the action against the municipality 'being successful as unlikely, and the case is not expected to be resolved 
within twelve months, 


Fumani Holding 

Litigation is in the process against the municipality relating to a dispute with a Fumani Hciding who alleges that the 
muriicipality has unlawfulty awarded a tender and is seeking damages of R450 000. The municipality's lawyers and 
management, consider the likelihood of the action against the municipality being successful as unlikely, and the case is not 
expected to be resolved witfiin twelve months, 


Lotshepe Development Engineer^ CC 

Litigation is in the process against the municipatity relating to a dispute with a Lotshepe Development Engineers CC for 
professional services and seeking damages of R200 000. The municipality's lawyers and management consider the likelihood 
of the action against the municipality being successful as unlikely, and the case is not expected to be resolved within twelve 
months. 
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32. ContEngencies (conttnucd) 


Kedibone Chauke 

Litigation is in the process against tho municipality relating to a dispute with oThubakgale PP who alleges that the municipality 
has unfairly dismissed him and is seeking damages of R450 GOD. The municipality's lawyers and management consider the 
likelihood of the action against the municipality being successful as unlikely, and the case is not expected to be resolved 
within twelve months. 


SALGA Circular 24/2013 on section 57 and senior managers 

South African Local Government Association Circular 24/2013 recommend that municipal councils increases as at 1 July 
2013 vvhich is 6,3% as applicable to ai! senior managers, The guiding framework fully acknowledges that municipal councils 
hove a prerogative to exercise their own discretion regarding the increases, The council exercise its prerogotive and did not 
not approve any increases on all section 57 and senior managers, The financial impact had the 6.3% cost of living adjustment 
been implemented is projected at R26S 802. 

33, Related parties 
Relationships 

Members of management Refer to note 20 

Related party transactions 
Loans granted to Related Parties 

In terms of the MFMA, the municipality may not grant loans to its Councillors, Management, Staff and Public with effect from 
1 July 2004, No loons were granted to councillors, management, staff member or the public, 

CompensatEon of Related Parties 

Compensation of Key Management Personnel and Councillors is set out in Note 20 & 21 , to the Annual Financial Statentents. 
Purchases from Related Parties 

The municipality did not buy goods from any companies which can be considered to be Related Parties, Loans granted to 
Related Parties 

In terms of the MFMA, the municipality may not grant loans to its Councillors, Management, Staff and Public with effect from 
1 July 2004. No loans were granted to councillors, management, staff member or the public, 

Compensation of Related Parties 

Compensation of Key Management Personnel and Councillors is set out in Note 20 & 21, to the Annua! Financiat Statements. 
Purchases from Related Parties 

The municipality did not buy goods from any companies which can be considered to be Related Parties. 

34, Prior period errors 

The prior year has been amonded to account for prior period errors. 

Below is a description of each individual prior period error followed by a summary of the total effect of the p)'ior period errors 
on the amounts previously disclosed, 

1. Receivables from exchange transactions 

Correction of the provision for bod debts align the calculation of 2012/13 to be on the same basis as current year. 


5S 
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34, Prior period errors (continued) 

Adjustments affecting the statement of financial position 

Provision for doubtful debts - 30 761 735 


Adjustments affecting the statement of financial performance 

Debt impairment - (30 761 735) 


2, Receivable from enohange transactions 

Some properties owned by Department of Public Worl< were not charged property rates from 2008 to 2013, the Department 
paid for the rates including the prior periods, 

The effect of these adjustments on the prior year are as follows; 

Adjustment against opening the accumulated surplus / {deficit) - (39 640 301 ) 


Adjustments affecting the statement of financial position 

increase in receivables from ejichange transaction - rates - 49 744 253 


Adjustments affecting the statement; of financial performance 

Revenue - property rates - (10 103 952) 


3, Receivables from non-exchange transactions 

Receivables was overstated due to amounts incorrectly raised as a debtors in prior year. The calculation was corrected in the 
current year and the comparative statements for 2012/13 have been restated. 


The effect of this adjustment on the prior year is as follows: 


Adjustment against the opening accumulated surplus / (deficit) 

- 

3 817 444 

Adjustments affecting the statement of financial position 

Bojanala District Munidpaty 

Other rdccivabied 

Receivables reiattng to employees with negative balances 

■■ 

(1 294 805) 
(2 522 876} 
6 317 

Adjustments affecting the statement of financial performance 

Decrease in leave for employees with negative balances 


(5 990) 


4, tnvestrncnt property 

band for which no probability that future economic benefits or service potential associated with the item will flow to the 
rnunicipallty was recognised in prior year. 

1'he effect of these adjustments on the prior year are as follows: 

Adjustment against the opening accumulated surplus / (deficit) - 240 600 


Adjustments affecting the statement of financial position 

investnient property - (240 500) 


5, Property, plant and equipment 

The asset register submitted for audit in the prior was did not meet the requirement of GRAP. A new asset register was 
reconstructed and the old asset register was reversed. 
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34, PHoi' period errors (continued) 

The effect of these adjustments on the prior year are as follows: 

Adjustment the opening aocumulated surplus / (deficit) - 484 978 186 


Adjustments sffeoting the statement of financiaf position 
Property, plant and equipment 


Adjustments affecting the statement of financial performance 
Depreciation 


€. Property, plant and equipment 

A assets register was reconstructed which is in line with GRAP requirements and the depreciation and impairment was 
reassessed, 

The effect of these adjustments on the prior year are as follows: 

Adjustment against the opening accumulated surplus / (deficit) 


Adjustments affecting the statement of financial position 
Property, plant end equipment 


Adjustments affecting the statement of financial performance 

Dopreoiefion 

MIG expenditure not capitalised 


7. investment in controlled entity - Moretele Local Development Agency 

The municipality had 100% shares in Moreteie Local Development Agency and the council had passed resolution to desolve 
the Agency, The Agency was deregistered on 26 February 2011 and eli assets and liabilities were transferred to the 
municipality. The investment in controlled entity was not eliminated when assets and liabilities were transferred, 

The effect of those adjustments on the prior year are as follows: 


1 161 67SS25 


1 033 114 487 


82 318 446 
36 245 S92 

Tl3'6i4 03s"' 


(471 286 945) 
(13 691 241) 
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34* Prior period errors (continued) 

Adjuatment against the opening accumulated surplus / {deficit) 

Adjustments affecting the statement of financial position 

Investment in controlled entities 

Impairment of investment in controlled entities 

0* Payables from exchange transactions 
Invoices identif'od which were not accrued in prior years. 

The effect of these adjustments on the prior year are as follows: 
Adjustment against the opening accumulated surplus I (deficit) 

Adjustments affecting the statement of financial position 
Other payables 
VAT receiavabie 


Adjustments affecting the statement of financial performance 

Accommodation expense 
Mayoral' special prcjedts 
'A/afer conservation expenses 
Basic sanitation expenditure 
Consulting and professional fees 
FTojedt maintenance costs 
Security seivices 
Repairs and mainlendnce 
Subscription end membership fees 
Compensation assessment 
Free basic electricity 
Water and lights 


9. Payables from exchange transaction 

Invoices accrued twice or more than the invoice amounts in prior year 

The effect of the adjustment on the prior year is as follows: 

The amounts for the current annual reporting period and previous 
reporting period : 

Payables from exchange transaction 
VAT receivables 




(1 300 000) 


- 

1 299 999 



(1) 

1 100 586 



(4 454 063) 


- 

306 905 


- 

(4 14S ISS) 



11 315 


- 

19 346 


r. 

156 000 


- 

96 667 


- 

333 402 


- 

550 


- 

207 200 

1 136 492 


- 

1 660 


- 

458 064 


- 

431 011 



192 755 


“ 

3 044 572 



2 814 434 


- 

(162 770} 



2 6S1 664 


Adjustments affecting the statement of financial performance 

Members fees 

LED projects 

Security services 

Repairs and rnainteance 


(4 000) 
(74 460) 
(282 222) 
(905 357) 
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34. Prior period errors (continued) 
Consulting and professional fees 
Bulk purchases - electricity 


(402 191) 
(983 434) 

'(2"651 S64) 


10. Payables - Creditor suspense 

VAT on payments made through the creditor not transferred when the ejrpenditure was allocated, 
The effect of this adjustment on the prior year is as follows: 


Adjustments affecting the statement of financial position 

Accrued expenses - creditor suspense 39 254 

Adjustments affecting the statement of financial performance 

Catering - 3 213 

Basic sanitation expenses - 48 333 

F-Tinting and stationeiv “ (6 036) 

Debt collection - (6 062) 

Accommodation - (244) 


"39 254 


11, Other payables 

Stale cheques not cleared when the replacement cheques were made in the prior year 
The effect of this adjustment on the prior year is as follows: 

Adjustment against tire opening accumulated surplus / (deficit) 

Adjustments affecting the statement Of financial position 
Other payables 
Creditors suspense 


12, Retentions 

The retention amount for 2012/13 was not correctly stated. The comparative statements for 2012/13 have been restated. The 
effect of the restatement is summarised below; 

Adjustment against the opening accumulated surplus / (deficit) - 473 461 

Adjustments affecting the statement of financial position 

Retention - (9 804 89T) 

Property, plant and equipment ■' 10 278 358 

r 1(73 46 ?'^ 


13, Unspent conditional grants 


(780 539) 

739 566 
40 073 

780 539 
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34, PHor period errors (continued) 

Expenditure on Library Grant incorrectly not recognised as revenue or set off against the liability. The comparative statements 
for 301 2;1 3 have been restated. The effect of the restatement is summarised below: 


Adjustments affecting the statement of financial position 
Unspent conditional grants 


Adjustments affecting the statement of financial performance 
Grant revenue - library grant 


(199 000 ) 


14. Accrued leave pay 

Leave system was adjusted for leave forfeited due to system accruing to a maximum of 24 days instead 48 days as per 
SALGA regulations. In addition, leave system was update for leave forms not captured. 

The effect of this adjustment on the prior year is as follows: 

Adjustment against the opening accumulated surplus / (deficit) t... 


Adjustments affecting the statement of financial position 
Accrued leave pay 


(982 726) 


Adjustments affecting the statement of financial performance 

Employee cost - increase in leave provision 


Heading 


15. Total effect in accummulated surplus 
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34. Prior period errors (continued) 


Receivables from exchange transaction - property rates (35,2) - 39 640 301 

Receivaples from non-exchange - other receivables (35,3) “ (3 617 444) 

Investment property (35.4) (240 500) 

Property, plant and equipment (35,5) (484 978 186) 

Property, plant and equipment (35,7) - 1 151 676 625 

investment in controlled entity - MODA (35.6) - (1) 

Payables from exchange transactions (35.7) - (1 100 586) 

Payables from exchange transaction - creditor suspense (35,10) - (39 254) 

Payables from exchange transactions - state cheques (35.1 1) - 780 539 

Payables from exchange transactions - retentions (35. 1 1) ■■ (475 022) 

Payables from exchanges transactions “ accrued leave (35.14) - (898 914) 


700 549 458 


Statement of Financial Pedorniance for the year 

Balance as 

Prior period 

Restated 

Reclassified 

ended 30 June 2013 Revenue 

previously 

error 

balance 

(note X) 

Seivice revenue 

repoi'ted 

19 180 404 


19 180 404 

_ 

Property rates 

3 607 069 

10 103 952 

13911 021 

- 

Government grants and subsidies 

291 169 360 

- 

291 169 360 

- 

Renta! of facilities 

101 745 

425 

101 320 

- 

Interest received 

5 305 084 


5 305 0S4 

- 

Other income 

1 566 289 

67 175 

1 566 289 

- 

Total revenue 

321 129 961 

10 171 S62 

331 233 478 

- 

Expenditure 

l:.mployeie cost 

(49 751 930) 

(80 206} 

Restated 
balance 
(49 832 136) 


Remuneration of councillors 

(14 784 304) 

- 

(14 793 904) 


Depredation and amortisation 

(4 921 982) 

{77 396 465) 

(82 318 447) 

- 

Finance cost 

(93 163} 

- 

(93 163) 

- 

Debt impairment 

(12 689 454) 

30 761 736 

IS 072 282 


Repairs and maintenance 

(9 728 357) 

(966 134} 

(10 694 491) 


Bulk purchases 

(42 513 174) 

7 339 493 

(35 173 6B1) 

- 

Contracted services 

(14 332 779) 

1 003 510 

(13 329 269) 

- 

General expenditure 

(77 399 351) 

(44 538 450} 

(121 938 401) 

- 

Total expenditure 

(229 215 094) 

(83 875 S1G) 

(310 101 210) 



Operating surplus / (deficit) 

94 914 657 

(73 583 163} 

21 331 694 



Surplus / (deficit) for the year 

‘'^’“'94^9?4Si7"’ 

(73 583 163) 

21 331 594 
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34. Prior period errors (continued) 

Statement of Financial Position as at 30 June Balance as 

2013 previously 

Assets reported 


Prior period 
error 


Restated balance 


Current Assets 


Receivables from non-exchange transactions 

3 826 301 

(3 811 453) 

14 848 

- 

VAT receivables 

8 306 058 

(355 399) 

7 949 659 

- 

Receivables from exchange transactions 

14 781 634 

30 506 607 

95 288 241 

“ 

Total current assets 

26 912 993 

76 339 755 

103 252 748 

~ 

Non-current Assets 





Property, plant and equipment 

471 286 945 

561 827 542 

1 033 114 487 

- 

Total non-current assets 

471 286 945 

561 S27 542 

1 033 114 487 

" 

Liabilities 





Current Liabilities 





Payables from exchange transactions 


[122 592 837) 

(11 159 494) 

(133 752 331) 

Unspent conditional grants and receipts 


(19 480 555) 

199 OGO 

(19 2.81 555) 

Total current liabilities 


(142 073 392) 

(10 960 494) 

(153 033 886) 

Net Assets 





Accumulated surplus - Opening balance 

(325 601 312) 

(594 363 107) 

(919 964 419) 

- 

Total net assets 

(325 601 312) 

(694 363 107) 

(919 964 419) 



35. Risk management 
Financial risk management 

The municipality's aciivities expose it to a variety of firuiinda! risks: credit risk and liquidity risk and rnorket risk, 


Liquidity risk 

The municipality's risk to liquidity is a result of the funds availabie to cover future commitments, The municipality martages 
liquidity risk through an ongoinej review of future commitments and credit facilities, 

The table below analyses the municipality's financial liabilities into relevant maturity groupings based on the remaining period 
at the statement of financial position to the contractual maturity date. The amounts disclosed in the table are the contractual 
undiscounted cash flows. Balances due within twelve months equal their carrying balances as the impact of discounting is not 
significant. 


At 30 June 2014 

Payables from exchange transactions 
Lease liability 

At 30 June 2013 

Payables from exchange transactions 
Lease liability 


Less than 1 
year 

■106 861 IIS 
28 244 

Less than 1 
year 

133 752 331 
116 890 
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Between 1 
and 2 years 

28 244 

Between 1 
and 2 years 


Between 2 
and 5 years 

60 401 

Between 2 
and 5 years 


Over S years 


Over 5 years 
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35. Risk management (continued) 

Credit risk 

Credit risk consists mainly of cash deposits, cash equtveients and receivables. The municipality only deposits cash with major 
banks with high quality credit standing and limits exposure to any one counter^party. 

Receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an ongoing 
basis. If Customers are independently rated, these ratings are used, Otherwise, if there is no independent rating, risk control 
assesses the credit quality of tlie customer, taking into account its financial position, past experience and other factors, 
Individual risk limits are set based on interna! or external ratings in accordance with limits set by management, 

in the case of debtors whose accounts become in arrears, it is endeavoured to collect such accounts by "levying of interest 
charges", "demand for payment" and, as a last resort, "handed over for collection" and "restriction of services", whichever 
procedure is applicable in terms of Coundl's Credit Control and Debt Collection Policy. 


There were no material changes in the exposure to credit risk and its objectives, policies and processes for managing and 
measuring the risk during the year under review. The municipality’s maximum exposure tc credit risk is represented by the 
canning value of each financial asset in the Statement of Financial Position, without taking Into account the value of any 
collateral obtained. The municipality has no significant concentration of credit risk, with exposure spread over a large number 
of consumers, and is not concentrated in any particular sector or geographical area, 

The maximum credit and Interest risk in respect of the relevant financial assets exposed to credit risk at year end were as 
follows: 

Financial instrument 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Cash and cash equivalents 

Market risk 


2014 

2013 

59 016 98B 

95 2S8 241 

12 909 

14 848 

20 435 700 

005 131 
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36. Risk management (continued) 

Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are 
substantially independent of changes In market interest rates. 


Due in one to Due (n two to Due in three Due after five 
two years three years to four years years 


30 June 2014 

Financial instrument 

Trade and other receivables 
from exchange transactions ■' 
impaired (consumers and 
industrial " refer note 7 for 
historical aging) 

Trade and other receivables 
from exchange transactions 
not impaired (government 
debtors " refer note 7 for 
historical aging) 

Trade and other receivables 
from non-exchange transactions 
Cash in current banking 
institutions 

30 June 2013 

Financial instrument 

Trade and other receivables 
from exchange transactions ■■ 
impaired (consumers and 
indu$trial - refer note 7 for 
historical aging) 

Trade and other receivables 
from exchange transactions - 
not impaired (government 
debtors " refer note 7 for 
historical aging) 

Trade and other receivables 
from non-exchange transactions 
Cash in current banking 
institutions 

36, Going concern 


Current Due in less 
interest rate than a year 

9,00 % 57 790 955 


9,00% 1253 111 


“% 12 909 

5,50 % 20 485 700 


Current Due in less 
interest rate than a year 

8,50 % 43 334 902 


8,50 % 51 953 339 

8.50 % 14 348 

5.50 % 805 131 


Due in one to Due in two to 
two years three years 


Due in three Due after five 
to four years years 


\A/e draw attention to the feet that at 30 June 2014, the municipality’s current liabilities exceed its current assets by R 
59 109 141. 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern, This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

1"he ability of the municipality to continue as a going concern is dependent on a number of factors, The most significant of 
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality. 
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37, Unouthorioed ejtpenditure 


Opening bdldnce 56 296 610 29 005 501 

Counciitors cellphone allowances - 324 661 

Budget overspent 61 S52 970 7 465 893 

Unspent grants not cash backed “ 19 480 555 

“7i7049 680 ' '^296'eio 


The opening balance was adjusted unauthorised expenditure identified for 201 1/12 of R7 294 481, 2010/1 1 of R4 209 775 and 
2009/10 of R17 475 716. 

3B, Fruitless and wasteful expenditure 


Opening balance 11 216 173 4 620 768 

Interest on Eskoni 32 134 31 668 

SARS penalties 86 776 564 753 

Non-daimsbie VAT input - 6 198 969 

iT33?0F3 - 


! merest accrued on outstanding Eskom accounts. 

Penalties accrued on late remittance of SARS payments. 

Non-claimab!e VAT input amount relates to VAT input not claimable due to lack of supporting documentation. 

Expenditure disclosed above are under investigation. 

The opening balance was adjusted fruitless and wasteful e.vpenditure identified for 2010/11 of Rl 425 240 and 2009/10 of 
R5 021 821, 

39. Irregular expenditure 

Opening balance 189 687 32l 27 094 624 

Add: Irregular Expenditure - current year 18S 992 676 162 792 697 

378"87i'997 


The opening balance was adjusted irregular expenditure identified for 201 1/12 of R2 753 885 and 2010/11 of R1 699 240, 
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39. irregular expenditure (continued) 


Details of irregular expenditure ** current year 

Disciplinary steps taketi/criminal 
proceedings 


Payments below R200 000 procured in 
contravention of supply chain management 
process 

None 

169 965 351 

Prime Land ^ irregular found in awarding of the 
contract In 2013 

None 

3 1S7 070 

Best Enough - Irregular found in awarding of the 
contract in 2013 

None 

1 784 998 

Phale Attorneys - Irregular found in awarding of 
the contract in 2013 

None 

1 260 243 

Bella Equipment ■' irregular found in awarding of 
the contract in 2013 

None 

248 640 

CorpMD - Competitive bidding process not 
followed 

None 

4 889 480 

Ntombi Kabelo - Conipetitlve bidding process 
not followed 

None 

1 467 636 

Boffin and Mfundi - irregular found in awarding 
of the contract in 2013 

None 

853 928 

Tshola Tahedi - Competitive bidding process not 
followed 

None 

1 283 700 

Malose Matsaung Attorneys - Competitive 
bidding process not process not followed. 

None 

228 000 

Mosire Tsiane Attorneys - No new contract 
found. 

None 

3 541 076 

Audit Tax Consultant Competitive bidding 
process not followed 

None 

282 546 


1SS 992 670 


Details of irregular expenditure condoned 
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39, Irregular expenditum (continued) 

Details of irregular expenditure not recoverable (not condoned) 


Payments below R200 000 procured in 
contravention of supply chain management 
process 

Maximum Profit - Signed a contract in 2009 and 
it was stiil continuing in 2013 which is more than 
3 years and is in contravention with section 33 
of the MFMA 

Mosire Tsiane Attorneys - Signed a contract in 
2008 and it was still continuing in 2013, which is 
in contravention with section 33 of the MFMA. 
Mind Evolution The contractor was appointed 
to facilitate the establishrr'tent of 0 traffic center 
in MLM, however they were given the approval to 
also construct the traffic center which led to their 
budget being exceeded, 

Ntombi Kabolo - Total expenditure paid during 
the year exceed the amount aa per appointment 
letter, 

TMDG Consulting - Total expenditure paid 
during the year exceed the amount as per 
appointment letter. 

Best Enough - Made a request to increase 
resource and implemented the request which 
resulted in over claims to the unudjusted budget 
as per request, 


173 607 891 

3 157 070 


5 930 365 


1 116 063 


221 620 

303 192 


948 997 


185 286 IDS 


40. Additional disclosure in terms of Municipal Finance Management Act 
Contributions to organised local government 

1 139 180 1 042 436 

(1 139 180) (1 042 436) 


Current yeer subscription ! fee 
Amount paid - CLirront year 


Material losses through criminal conduct 

Cash lost thrcugi'i armed robbery 7 300 


The loss relates to cash stolen from petty cash in an armed robbery case reported to the SAPS and investigations stilt on 
going. 

Audit fees 


Current year subscription / fee 
Amount paid - current year 


1 828 404 3 702 464 

(1 828 404) (3 702 464) 


PAYE and UIF 


787 898 

9 566 026 g 390 386 

(10 353 924) (8 602 486) 


Opening balance 

Current year subscription / fee 

Amount paid - current year 
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40. Additional disclosure In terms of Municipal Finance Management Act (continued) 

Pension and medical aid deductions 

Opening batence 
Current year subscription / fee 
Amount paid - current year 


997 119 
9 866 310 
(10 863 429) 


11 243 705 
(10 246 586} 

997'i19 


VAT 

VAT receivable ^616 697 7 949 669 

VAT output payables ?3iid VAT input receivables are shown in note B . 

All VAT returns have been submitted by the due date throughout the year. 

41 . Budget differences 

Material differences between budget and actual amounts 

42.1 Service charges 

The variance v^as due to termination waste contract and inconsistent water supply during the year. 

42.2 Rental fees on facilities 

The variance was due to unoccupied buildings during the year. 

42.3 Other income 

The variance was due to greater demand than anticipated in the budget, 

42.4 Interest received on Investment 

The was an improved MIG spending resulting less investments during the year. 

42.5 Government and subsidies 

The variance was due to late gazetting of the provincial infrastructure grant which was not budgeted. 

42.6 Employee cost 

The variance was due vacant posts, termination due to death and no increments senior managers as budgeted. 

42.7 Remuneration of councillors 

The upper limits for councillors gazetted were below anticipated. 

42. 8 Depreciation^ amortisation and impairment 

The variance wps due to the reconstructed assets register where more infrastructure assets were identified. 

42.9 Debt impairment 

The variance was due to an improved revenue collection. 

42.10 Repairs and maintenance 

The variance was due to capitalisation of refurbishment of boreholes which budgeted as current expenditure, 
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41. Budget differences ^continued) 

42^11 Bulk purchases 

The variance is due to water supply shortage. 


2014 




42.12 Contracted services 

The variance is due to termination of refuse remova! suppliers contract during the year. 


42.13 General expenses 

Included in general expenditure is capital management budget of R112 633 610. This is for budget and reporting purposes. 
The underspending, excluding capital expenditure is R6 795 762 mainly due to cost curtailment during the year. 
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42r Accumulated surplus 



Analysis of property, plant and equipment as at 30 June 201 2 
Cost/Re valuation Accumulated depreciation 
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